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THE ANALYTICAL VALUE OF EMPLOYMENT- 
EQUILIBRIUM MODELS 


HENRY M. OLIVER, Jr. 
Indiana University 


Among the general types of employment-behavior models which can be con- 
ceived and which might prove useful for one purpose or another are those dis- 
playing: (a) initial full-employment equilibrium, (b) initial underemployment 
equilibrium, (c) initial disequilibrium leading to terminal full-employment equi- 
librium, (d) initial disequilibrium leading to terminal underemployment equilib- 
rium, (e) continuous disequilibrium. 

In turn, each of these types may reveal different patterns of employment be- 
havior. Thus (c) and (d) may show either a slow or a rapid and either a direct 
or a fluctuating movement towards terminal equilibrium. Likewise, plateaus of 
temporary equilibrium may be inserted through appropriate assumptions; and, 
in the case of the terminal underemployment equilibrium, the terminal position 
may be represented as a central axis or as an upper or lower limit of the earlier 
fluctuations. 

This paper inquires concerning the analytical value of the models displaying 
either initial or terminal employment equilibrium (of either the full-employment 
or the underemployment variety). It first comments concerning the general 
purposes and logic of an employment-behavior model and then inquires concern- 
ing the justification of an assumption of initial equilibrium and the justification 
and significance of a conclusion of terminal equilibrium. 


I 


Presumably the chief purposes of employment-behavior models of any variety 
are to help explain, predict, and control employment behavior in an actual econ- 
omy. Logically, therefore, all the characteristics of such a model must be chosen 
with these purposes in mind. One requirement of an analytically useful model, 
of course, is a sufficient degree of simplicity. More complicated models may be 
superior in other respects but too awkward to handle; hence it may be better to 
construct a less complete model than considerations other than simplicity would 
dictate, and then insert some of the excluded considerations later as “foreign” 
intrusions. However, any of a great number of possible models can possess the 
virtue of simplicity; hence this requirement can be regarded only as a secondary 
one. The most important requirements of a usable model concern the validity of 
the assumptions made respecting the predictability and controllability of be- 
havior and respecting the pertinence of starting points of analysis. 

If the primary purpose of the model is to predict future employment behavior, 
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the model should include as “internal” forces only those causes of action which 
are believed to lead to reasonably predictable results, and should pay attention 
only to those results (of the aforesaid causes) which are believed to be reasonably 
predictable. If the primary purpose is to control, the assumptions are logically 
chosen in the same general way, but the model maker must make a further set 
of assumptions in accordance with his beliefs concerning the ways in which 
controls can be (or perhaps should be) effected. If the purpose of the model is 
explanation of the past, the model maker must proceed in a reverse direction 
and ask which elements of more recent behavior can be traced back (with reason- 
able plausibility) through a chain of continuously sequential logic to a set of 
causes observable in the period of initial interest. But then, of course, presum- 
ably the principal purpose of an explanation-model is to aid in the construction 
of a prediction-model, just as presumably the major purpose of a prediction- 
model is to aid in the construction of a control-model. 

In the case of the prediction- and the control-models, the period of initial 
interest is the present. Hence the assumptions made about initial conditions 
(as distinguished from those about the forces at work and the nature of the re- 
actions to those “internal” forces) must coincide as closely to actually existing 
conditions as the requirements of simplicity and exclusion of the properly “ex- 
ternal” forces will allow. In the case of the explanation-model, the period of 
initial interest can legitimately be only some fairly recent period for which reason- 


ably adequate data are believed to be available and which is not removed from — 


the present by an expanse of time characterized by highly important “‘external”’ 
causes and excluded reactions.* 

In general, then, the pertinent questions which must be asked in order that 
a judgment may be reached concerning the analytical value of an employment- 
equilibrium model concern: (i) the relative simplicity of the model, (ii) the pre- 
dictability-logic of the inclusion and exclusion of forces and reactions, (iii) the 
likelihood of employment equilibrium in an initial period chosen in accordance 
with the requirements stated above, (iv) the internal consistency of the reasoning 
which shows a movement from initial disequilibrium to terminal equilibrium, 
(v) the speed and strength of any such tendency towards terminal equilibrium. 

The first two of these questions, of course, apply to all five types of employ- 
ment-behavior models enumerated above. Question (iii) applies to Models (a) 
and (b) only, and Questions (iv) and (v) apply to Models (c) and (d) only. 

This paper cannot say much concerning Questions (i) and (ii). Relative sim- 
plicity is certainly one of the principal virtues of the employment-equilibrium 
models, especially those displaying initial full-employment equilibrium. Argu- 
ment in the following sections indicates, however, that this simplicity is pur- 
chased at too high a price unless the model is meant to be used in a restricted 
way only, i.e., as a means of aiding in the construction of a more nearly realistic 
model which is itself to be used more directly in helping to explain, predict, and 
control employment behavior. 


1 It would be foolish, for instance, to try to explain 1946 happenings by choosing a 1939 
starting point and excluding the war as an ‘‘external’? event. 
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In so far as the models’ emphasis upon a narrow variety of market adjust- 
ment is concerned, numerous critics, both from the field of economics itself and 
from the other social sciences, have already had much to say. Predictability- 
logic probably justifies the exclusion of “‘innovation,’’ consumer-preference 
shifts, and populational, institutional, and legal changes, and the inclusion of 
the conventional methods of market adjustment about as well as it would justify 
a slightly different combination of decisions. It is perhaps well to emphasize, 
however, that the degree of predictability of much of the included behavior does 
not seem to be substantially greater than that of much behavior excluded from 
the economic models but studied by social scientists in the other fields. And, in 
any case, the importance of the excluded forces and reactions is in itself sufficient 
to demonstrate the folly of talking as if a tendency towards equilibrium in an 
economic model were the same as a tendency towards equilibrium in an actual 
economy. 


The nature of the assumptions required for the demonstration of employment 
equilibrium (of either the full-employment or the underemployment variety) 
makes the answer to Question (iii), concerning the likelihood of initial equilib- 
rium, fairly simple. If a model economy were created through the sudden cutting 
off of ‘‘external’’ change in such an economy as the United States, complete 
employment equilibrium would certainly not characterize the earliest stages of 
that model, and approximate employment equilibrium would characterize the 
earliest stages only if the model economy were created under other than usual 
circumstances. There are at least five general reasons for reaching this conclusion 
concerning both full-employment and underemployment equilibrium, and at — 
least two other reasons for reaching such a conclusion concerning the special 
case of underemployment equilibrium. 

1. As A. F. Burns has pointed out in his controversy with the Keynesians,? 
if employment equilibrium is to be achieved, equality of ex ante savings and 
ex ante investment must prevail not only with respect to the aggregates but also 
with respect to individuals’ decisions (unless a very high degree of coincidence 
is to be assumed). When there is substantial movement within the economy, 
not even equality of the aggregates can often be expected. Equality in the case 
of individual decisions is virtually impossible. 

(The principal reason why Burns added his substantial modification to the 
Keynesian conclusion, of course, is that savings and investment decisions are 
made individually rather than aggregatively; hence persons who are unfavorably 
surprised in their activities will probably decide to contract expenditures either 
more or less than persons who are favorably surprised decide to increase their 
spending. Likewise, as the volume of spending is only one of the determinants 
of employment volume, mere changes in the pattern of spending will very prob- 
ably cause at least some employment change because of the imperfect resource 
mobility and price adjustability which characterize actual economies.) 


2 A. F. Burns, Economic Research and the Keynesian Thinking of Our Times; and ‘“‘Key- 
nesian Economics Once Again,’’ The Review of Economic Statistics, Nov. 1947. 


132 HENRY M. OLIVER 


2. Although the terms ‘‘abnormal profits” and “losses” are ordinarily asso- 
ciated with value rather than with employment-equilibrium analysis, they are 
of significance for employment theory in at least four ways: 

First, they are associated with the satisfaction or the disappointment of the 
savings and investment plans mentioned above. 

Next, since both expansion and contraction of capacity are likely to be slow 
processes for most firms, and to depend at least in part upon the financial strength 
of the firms, even if no expenditure-and-employment change is induced by sav- 
ings-investment discrepancies, the situation may be one of profits sufficiently 
attractive to encourage further investment and sufficiently large to enable in- 
vestment on a greater scale than that of the preceding period. Similarly, a firm 
may experience losses substantial enough not only to induce continuation of an 
already begun disinvestment program, but also to enforce absence of repairs 
and replacements which the firm would undertake if it had sufficient financial 
strength. 

A third (and minor) way in which profits and losses may alter employment is 
to encourage either greater managerial effort or greater managerial complacency, 
and thus to narrow or widen the margin of employment slack within the plant. 

Finally, another possible effect is to cause a transfer of funds from one area 
or industry to another, and thus to cause employment change because of the im- 
perfections of resource mobility and price adjustability mentioned above. 

The reason for believing that at least some of these potential employment 
changes will take place in the initial period of a newly created model economy is 
quite simple. Universal experience of normal profits is a characteristic only of 
the neoclassical “long run.’’ At no moment of actual time can long-run adjust- 
ments be expected to be even approximately complete. 

3. During periods of brisk activity aggregate acquisition of both producers’ 
and consumers’ durable goods substantially exceeds depreciation of such goods. 
During periods of dull activity, depreciation exceeds acquisition in at least some 
important lines, if not in the aggregate. At all times, of course, there are dis- 
crepancies between the individual acquisition and depreciation of durables. 

Neither the aggregate nor the individual discrepancies mentioned need in- 
evitably result in future employment movement, of course, since the potential 
effects may be offset in various ways. In the absence of a high degree of coin- 
cidence, however, employment change may be expected for the following reasons: 

(a) The type of interaction stressed by Kaldor.’ If the acquisition and depre- 
ciation of investment goods are not equal in the aggregate, net capital formation 
or capital consumption is taking place and will eventually lead to a discrepancy 
between ex ante savings and ex ante investment. The building up of physical capi- 
tal eats into the stock of potential investment opportunities (within the frame- 
work of the model) and also raises the level of real income associated with a given 
level of activity, thus increasing the volume of ex ante saving. The using up of 
physical capital has the opposite results. 

(For the upswing not to decrease investment opportunities, a type of coin- 


3 Nicholas Kaldor, ‘‘A Model of the Trade Cycle,?? Economic Journal, March 1940. 
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cidence that has been emphasized chiefly in connection with the acceleration 
principle* must characterize developments, i.e., increasing depreciation due to 
increasing size of physical capital must increase gross investment opportunities 
by precisely the same amount that net capital formation eats into other invest- 
ment opportunities. Moreover, if even stable gross investment is to be compati- 
ble with unchanged employment, as income advances thanks to net capital for- 
mation, gross savings must remain constant rather than rise with—and more 
rapidly than—gross income, as it does in both the Keynesian and the semi- 
Keynesian models. For the downswing not to have the effects described, capital 
consumption must not constitute an incentive to an increase in gross investment, 
and the lower level of income must not result in a fall in ex ante savings.) 

(b) The inventory adjustments stressed in much business-cycle literature. 
This may be considered a special case of the investment behavior described above, 
but merits special attention. Whether net inventory accumulation represents 
an attempt to “‘catch up” after a period of decumulation of stocks, or whether it 
represents a current or a lagged response to an increase in sales or anticipated 
sales (or prices or anticipated prices), it represents a net addition to investment 
activity which (barring the gross-investment coincidence mentioned in theparen- 
thesis above) must be expected to dwindle within the model economy. Inventory 
decumulation, for whatever cause, represents a potential cause of later advance. 

(c) The type of consumer durable goods behavior especially stressed in the 
books of D. M. Wright® and in building-cycle literature. This obviously is akin 
to, but is not quite the same as, the type of behavior described in (a). 

(d) Changes which take place in the pattern of demand and the structure of 
prices even if aggregate expenditure on durables remains the same.® As has been 
stated in Section 1, the imperfections of resource mobility and price adjustability 
which exist in actual economies make even these changes result in employment 
movement. In this connection, mention might be made of the fact that both the 
demand-pattern and price-structure changes mentioned here and the capital 
consumption and creation mentioned in (a) will sooner or later induce alteration 
of factor combinations and in this way also cause employment movement (again 
because of the mentioned limitations of resource mobility and price adjustability). 

4. Lagged responses are among the leading characteristics of an actual economy 
and thus are a self-generating cause of disequilibrium in a model of the variety 
described. Probably the most important causes of employment change among 
the lags are a tendency for investment to be a function of past salesor past profits, 
and a tendency for buyers and sellers to lag in evaluating and exploiting market 
positions; but attention must also be paid to such other matters as lags in bank- 
ing behavior and in interresource substitution. 

One variety of investment lag is that stressed by Metzler, the delayed re- 

4See Ragnar Frisch, ‘The Interrelation Between Capital Production and Consumer- 
Taking,’ Journal of Political Economy, Vol. XX XIX, 1931, pp. 646-654. 

5D. M. Wright, The Creation of Purchasing Power, pp. 34-86, and The Economics of 
Disturbance, pp. 73-76. 

6 Such pattern and structure changes are virtually inevitable if individual acquisition 
and depreciation are not equal, even if the aggregates are equal. 
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sponse of inventories to sales.’ Another is that shown in such studies as those of 
Tinbergen and Roos,* in which plant-and-equipment investment is pictured as 
a lagged function of profits (or of profits plus other considerations). Still a third 
variety of possible investment lag is that due to managerial review of the situa- 
tion, i.e., to altered estimates of profit and loss possibilities. (This, of course, is 
akin to the equilibrium requirement discussed above in Section 2.) 

Among the varieties of lags in exploiting and evaluating market positions are 
those in both wages and other prices, and among their possible causes are con- 
tracts, simple inertia, cartel and oligopoly fear of change, the general disadvan- 
tages associated with repricing (especially at other than the customary price- 
change dates), lack of full realization of the situation (akin to the situation 
described above), deliberate choice of gradualness as a bargaining or other policy 
technique, and intrafirm and intraunion politics.* Because of price interrelation- 
ships, of course, lags such as these carry with them the potentiality of movements 
which have zero as a lower limit and only the limitations of MV as an absolute 
bar to their upward advance, and only reversals of market positions as other 
potential checks. 

Lags in banking policy, of course, may be considered as merely one special 
variety of the lags in buyers’ and sellers’ evaluation and exploitation of market 
positions. However, because of their potentially great importance in either a 


fractional-reserve system or a 100-per-cent-reserve system in which a heavy per- _ 


centage of total lending is via the banking system, they deserve special attention. 

Interresource substitution lags are inevitable because of the passage of time 
required for the spread of knowledge, the deterrent effects of undepreciated equip- 
ment, and also simple inertia. During and shortly after a time of rapid tech- 
nological change, such substitution lags may be expected to be a cause of sub- 
stantial employment disequilibrium. 

5. The requirement of neutral expectations is a very general one necessary to 
prevent common types of speculation from being a source of disequilibrium. 
If previous movement has taken place, the expectations requirement is that 
persons shall not expect the previous movements to be continued or reversed. 
It applies to all types of quantities, i.e., to prices, profits, sales, interest rates, 
supplies, etc. As in the case of the lagged responses which are potential causes 
of employment disequilibrium, expectations can reasonably be expected to be 


7 See L. A. Metzler, ‘“The Nature and Stability of Inventory Cycles,’’ Review of Economic 
Statistics, Aug. 1941, and ‘‘Business Cycles and the Modern Theory of Employment,” 
American Economic Review, June 1946. Also see Moses Ambramowitz, The Role of Inventories 
in Business Cycles, National Bureau of Economic Research Occasional Paper 26, May 
1948. 

8 See Jan Tinbergen, Business Cycles in the United States of America, 1919-1932; and 
Charles F. Roos, ‘‘The Demand for Investment Goods,’”? American Economic Review, May 
1948, Supplement. Also see Stanley Lebergott, ‘Forecasting the National Product,’’ Amer- 
ican Economic Review, Mar. 1945; and Mordecai Ezekiel, ‘Saving, Consumption, and 
Investment,’’ American Economic Review, June 1942. 

®See A. M. Ross, ‘“‘Wage Determination under Collective Bargaining,’’ American Eco- 
nomic Review, Dec. 1947, and ‘“‘Trade Unions as Wage-Fixing Institutions,’ American 
Economic Review, Sept. 1947. In most economic models, however, the types of reactions here 
discussed are seemingly excluded as ‘‘external.” 
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approximately neutral only if a fairly high degree of stability has characterized 
the economy during the period immediately preceding the moment chosen for 
the hypothetical change of the actual economy into a model. 

6. If the initial employment equilibrium to be pictured is that of an under- 
employment variety,'® a specialized price-flexibility condition must also be 
present. That is, the degree of competition and adjustability present in the econ- 
omy must result in pari passu price decreases in all prices, including wage rates. 
(Tobin, in his comments on the Keynesian thesis,“ points out that the price 
behavior requires either pure competition or a constant degree of monopoly. 
These terms, however, do not sufficiently emphasize the remarkable conditions 
which must be present in the economy. In the case of the pure competition re- 
quired here, for instance, not only must the number of sellers be so great that no 
one of them has any appreciable influence upon the market, and not only must 
effective conventions forbidding price cuts be absent, but also the time lags in- 
volved in the price-cutting process must either coincide or display only insignifi- 
cant differences for all parts of the entire economy. In other words, the relation- 
ships between wages and prices, and among different kinds of wages and prices 
in different parts of the economy, must never be significantly altered.) 

If this extreme assumption of pari passu flexibility is relaxed, only coincidence 
can keep employment from being affected in at least three ways, i.e., through a 
change in income distribution and thus in the propensity to consume, through 
the widening of the margin between prices and wages and thus an effect upon the 
inducement to invest, and through the altered relationships between the prices 
of labor and of other resources and thus an effect upon the inducement to sub- 
stitute. This conclusion follows regardless of the nature of the alternative as- 
sumption made, i.e., whether the assumption is rigid product prices plus flexible 
wage rates, rigid nonlabor resource prices plus flexible wage rates, a less rapid 
decline of nonwage prices than of wages, a more rapid decline of nonwage prices 
than of wages, or general irregularity of price and wage relationships. 

7. As Pigouvian theorists have stressed,” still another requirement of under- 
employment equilibrium is that persons should be willing to absorb an indefinitely 
great quantity of “real value” in the form of idle cash balances as long as the 
initial level of real income is maintained. Moreover, since the underemployment- 
equilibrium model also requires unitary elasticity of expectation” (a special form 
of the general expectations requirement described in Section 5), this willingness 
to hoard “real value” cannot be explained in terms of a fear of future price falls, 
but must (in the absence of amazing coincidence) instead be explained in some 
such way as one of the following: 


%” Any distinction between underemployment and full-employment equilibrium raises 
the question of precisely what is meant by ‘full employment.” For a discussion of this 
concept’s ambiguities and of the assumptions implicit in most full-employment analysis, 
see Clarence Long, ‘‘The Concept of Unemployment,” Quarterly Journal of Economics, 
Nov. 1942. Also see Russell A. Nixon and Paul A. Samuelson, ‘‘Estimates of Unemploy- 
ment in the United States,’’ Review of Economic Statistics, Aug. 1940. 

11 James Tobin, ‘(Money Wage Rates and Employment,’’ chap. XL in Seymour Harris, 
The New Economics. 

12 See A. C. Pigou, ‘“‘The Classical Theory of the Stationary State,’? Economic Journal, 
Dec. 1943. 

13 See James Tobin, loc. cit. 
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(a) Although prices are not expected to fall further, each wage-price fall creates 
enough new uncertainty of some unspecified variety to offset the effects of the 
increased real value of money stocks (which, as the Pigouvians argue, would 
otherwise be reflected in a rise in the propensity to consume). 

(b) The interest rate is zero or at some conventional minimum level, and the 
relationship between consumption and income is entirely automatic or mechanical 
in nature, rather than governed by a comparison of the marginal utilities of addi- 
tional goods and additional real value in the form of money holdings. (Or, the 
interest rate falls, but the demand for investment funds is perfectly inelastic 
throughout the relevant range, and the relationship between consumption and 
income is entirely automatic or mechanical in nature.) 

(c) In so far as cash balances are concerned, the public is subject to the ‘‘mone- 
tary illusion.”’ The liquidity-preference schedule is in terms of money rather than 
real value, and is not influenced by the real value of money stocks. 

(d) Although the liquidity-preference schedule is influenced by the real value 
of money stocks, after a given quantity of goods and services has been assured, 
the schedule is perfectly elastic at existing minimum interest rates. 

Except as possible explanations of a purely temporary failure of increased 
“real hoards” to have the Pigouvian effect, these four lines of reasoning all 
appear to be absurd. In other words, it seems that they can yield at “best” only 
a temporary underemployment equilibrium (if other conditions are ‘“favor- 
able’’).4 

About the only possibility of initial equilibrium in a pertinent model, then, is 
the amazing coincidence which was earlier ruled out as a not very helpful as- 
sumption to make in the case of economic behavior. The degree of disequilibrium 
which may be expected to prevail, of course, will depend in large part upon the 
degree and pattern of activity which characterize the economy at the moment 
when ‘external’ change is by assumption ended. In general, the chances of the 
model’s displaying a fairly close approximation to initial stability seem to be 
better if, at the time when the actual economy is suddenly converted into a model, 
conditions are fairly ‘‘ordinary’’; i.e., not characterized by important new tech- 
nological or geographical or populational change, or by war, intense speculation, 
etc. Likewise, ceteris paribus in the above respects, the degree of disequilibrium 
very probably would be less if the initial level of activity were medium rather 
than high or low, and if the immediately preceding rate of change were not great. 
The reasons for this last conclusion are implicit in the discussion in Sections 1-5 
above, and especially in the discussion in Sections 3 and 4 (on durable goods and 
lags). 

In so far as underemployment equilibrium with flexible money wage rates is 
concerned, however, perhaps the “‘best’’ chance of initial close approximation is 
at a level of activity so low that consumption has been cut to a physical and psy- 


14 However, as the reasoning in Section III indicates, the “practical” significance of 
temporary underemployment stability may be much greater than that of a long-run tend- 
ency towards full-employment equilibrium in an economic model. 

15 This does not imply, however, that a lengthy period of approximately stable employ- 
ment is virtually impossible in an actual economy. The insertion of ‘“‘external’’ forces may 
give a stability which the ‘‘internal’’ forces themselves cannot yield. 
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chological minimum, and the only replacement which takes place is that re- 
quired to maintain such depression income." In such a situation pessimism might 
be so intense as to prevent the rising real value of money stocks from increasing 
real demand, yet the necessity of staying economically alive might prevent firms’ 
reducing gross investment further. Likewise, the depression might finally have 
removed all price rigidities and produced such a rhythm of deflation that all 
prices fell together; and the shrinkage of durable goods purchases might be so 
great as to prevent substantial change in the pattern of demand. For the rea- 
sons indicated above, however, it is extremely unlikely tliat such a low-level bal- 
ance would ever be closely approximated in a model created in the manner de- 
scribed. 

In so far as high-level employment is concerned, probably the best chance of 
a close approximation to initial equilibrium is that the high level should repre- 
sent the culmination of a very slow rise, with emphasis on perishable instead of 
durable goods, with inventory additions taking place only very slowly, with very 
little debt financing, very little price rise, very little technological advance, 
weak labor unions, 100-per-cent reserve banking, and governmental revenues 
and expenditures spread out evenly over the year.” It may be remarked, how- 
ever, that these conditions are not the characteristics of an advancing economy. 
Moreover, as Wright especially has insisted,'* the existing structure of industry 
may very well make it impossible to achieve high-level employment via emphasis 
on perishable goods until a durable goods spurt has first taken place and created 
the conditions for a reverse movement. And, as the Keynesian school in general 
has insisted, consumption very rarely shows an inclination to be such a high per- 
centage of a high level of income, so that the slowness of technological advance 
combined with the absence of a strong accelerator and of speculation would al- 
most certainly make the employment rise peter out before it attained the ap- 
proved height. 


Ill 


The nature, as well as the degree, of fluctuation which characterizes the early 
stages of the created model will likewise depend upon the degree and pattern 
of activity which characterizes the “last” period of the actual economy. If the 
model were brought into existence in the middle of one of the wide cumulative 
swings which frequently characterize the economy, presumably the action of the 
multiplier, the accelerator, and speculation, modified by the various lags de- 
scribed above, would continue to push employment in a given direction. If the 
end of external change came in the upper stages of a rise, a fairly sharp drop in 
employment would be almost certain sooner or later to take place, thanks es- 
pecially to the excess of acquisition over depreciation. If the model economy were 
introduced at the trough, however, after the downward movement had been 
stopped or almost stopped or slightly reversed, it is entirely possible that em- 
ployment movement within the model would be sluggish, regardless of the rigid- 


16 See Nicholas Kaldor, loc. cit. 

17 See Gottfried Haberler, Prosperity and Depression, chaps. 10-11; and J. M. Clark, 
Strategic Factors in Business Cycles, Part V. 

M. Wright, op. cit. 
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ity or flexibility of money wage rates.’ Likewise, if the end of external change 
came at a time when fractional recovery from depression had occurred, but the 
advance had not been sufficiently vigorous to lend strength to the major dis- 
equilibrium forces described above, it is entirely possible that further employment 
movement would be sluggish. 

Some of the possible patterns of activity which would be found in the early 
stage of a hypothetical economy created in the manner described would no 
doubt result in continuous disequilibrium.”° Others no doubt would sooner or 
later lead to a terminal equilibrium, with this terminal equilibrium being most 
likely of the full-employment variety (because of the special requirements of 
underemployment equilibrium described above). Whether employment equilib- 
rium of some variety would eventually be reached within the model economy, 
however, appears to be a question to which the answer is of little significance, 
since the analysis of behavior in such an economy is of value only for the light 
which it may cast on the workings of an actual economy; and for that purpose, 
unless the equilibrating forces are enormously strong indeed, only the first few 
“‘periods”’ of the model economy are relevant. As had been indicated above, by 
far the more important questions are whether an ‘‘adjustment”’ movement to- 
wards a given employment level moves very rapidly before a relevant “external” 
force (not attributable directly to governmental or other socially controllable 
policy) intrudes, and whether, if the external force directly or indirectly reverses 


the employment movement (either immediately or through building up a self- 


reversing upward or downward swing), ‘‘adjustment” must commence anew. 
If the movement towards some potential employment equilibrium is not very 
rapid, and if the intrusion of external force may repeatedly drive the economy 
back as far as or farther than the previous “starting point,”’ a terminal employ- 
ment equilibrium in the model economy is not very impressive. 

The general conclusions (concerning terminal equilibrium) to which this paper 
points are implicit in the earlier passages’ reasoning. From most starting points, 
at least, no rapid movement towards employment equilibrium may be expected 
within the model; rather the logical expectation is that of self-generating fluctua- 
tion in at least the earliest stages. Similarly, “external” forces are likely to dom- 
inate movement in any passage of time sufficient to allow the purely “internal” 
fluctuations of the model to wear themselves out. More specific conclusions, 
however, would require much lengthier and more precise analysis.” 


19 This potentially sluggish movement is, of course, similar to the far less likely under- 
employment equilibrium of Keynesian theory. 

2 See Paul A. Samuelson, ‘Dynamic Process Analysis,’’ chap. 10 in H.S. Ellis, A Survey 
of Contemporary Economics, pp. 374-376. 

21 Unless such lengthy and precise analysis is fairly closely fitted to empirical data, the 
fruits of the considerable labor and ability required for such analysis appear to be of very 
limited value only. Moreover, even when such dynamic models are fitted fairly closely to 
empirical data, the predictability-value of the model is severely limited by the highly 
imperfect predictability of human behavior (including the inevitable intrusion of ‘‘ex- 
ternal” forces). Prognostications more specific than those which follow from general analy- 
sis (such as in this paper) must be attempted for policy purposes, and very great thanks 
are due to those persons who have the skill and the courage to make such calculations; but 
economists can only do themselves and the public a disservice when they claim a degree of 
predictability-precision which they cannot now, and very probably never will, attain. 
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AN EVALUATION OF ORGANIZED SPECULATION 


WAYNE A. LEEMAN 
University of Wisconsin 


Organized speculation is defined in this paper as the purchase and sale of 
securities and commodities (on an organized market) to obtain a profit through 
change in price. This must be sharply distinguished from what will henceforth 
be called “speculative investment,” which is investment under conditions of 
heavier than usual risk.' Speculative investment may rightfully be assumed to 
be necessary, but granting its necessity must not be used as an argument offered 
in favor of buying and selling for capital gain on an organized market. Columbus, 
having set out on a risky exploration, must not serve to embellish Bill Smith 
with an aura of heroism when he sells 600 shares of General Motors short, lest 
our critical faculties be blinded. The social justification of organized speculation 
and of speculative investment must be separately established. 

The main question at issue is the extent to which people who buy or sell on 
an organized market for capital gain (directly or through brokers) are performing 
a service to the community. It may also be asked whether the reward of a specu- 
lator corresponds to any service he may render. A paper of this scope must of 
necessity omit discussion of many of the finer points, but it can certainly indicate 
where the weight of evidence lies. 

It is the writer’s belief that the case in favor of organized speculation, especially 
security speculation, is very weak. The assumptions upon which it rests are often 
far from realistic. Frequently, writers think that by establishing the value of 
speculative investment, they have established the value of organized specula- 
tion. Indeed, much of the literature on the subject of speculation represents 
loose thinking? 

At this point it may be well to recall that the best friends of capitalism are not 
those who apologize for each and every one of its institutions but are those who 
seek to make it strong by constructive criticism. 

This discussion will center primarily around securities speculation, and will 
allude only briefly, near the end, to the commodities market. 


1 The distinction between speculation and investment, which is based on the amount of 
knowledge acted upon, is not very helpful. One of the questions asked by the “‘man on the 
street” is: ‘‘Are people doing anything when they spend their lives on the floor of the ex- 
change buying and selling?” Are they productive? Using amount of knowledge as a criterion 
would probably result in classifying professional floor traders as investors: they would 
probably then be assumed productive, and the problem would be partially defined away. 

2 This (from an academic economist) is offered as evidence: ‘“‘But does short selling de- 
press prices? No. For the amount bought equals the amount sold. For just as truly as some 
big bear ‘throws a million bushels’ on the market, some bull buys this same million bushels. 
Or, what is more significant, the big speculator who today is a bear and sells one million 
bushels (thinking the price is too high) will later buy back his million to close his contract. 
Surely his buying a million will lift the price as much as his selling a million has depressed 
the price.’’ James E. Boyle, The Chicago Board of Trade, p. 56. 
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First of all, the necessity of having a central market in which investors can buy 
and sell securities with the greatest ease and efficiency may be taken for granted. 
There is ample social justification for the stock and commodities exchanges as 
such. The question still remains, however, as to whether the buyer and seller 
of securities for profit through change in price perform an economic function, 
i.e., whether they make that market more efficient. 

One function which the speculator is said to perform is that of decreasing the 
differences in prices of successive sales by increasing the number of transactions: 
prices change in eights or quarters. Even if it be granted that the speculator does 
perform this function, such performance, taken by itself, is hardly important 
enough to justify organized speculation. 

Turning to some of the more important functions attributed to speculation, 
we find that it has been claimed that speculation decreases fluctuations in prices. 
This argument is rather vague and is not used by the more astute writers, such 
as Hardy. It is based on two assumptions.‘ The first is that the speculator, acting 
on the best knowledge available after studying a given security and deciding 
what its “true value”’ is, then buys or sells. With the uninformed public so heavily 
in the market and with much so-called “movement trading,” the validity of this 
assumption is questionable. It will be discussed in greater detail later. The second 
assumption is that purchases and sales under these “ideal” conditions must 
decrease fluctuations in prices. However, it has been pointed out that if the “‘ob- 
jective” conditions warranted price fluctuations of a certain amount and specu- 
lation prevented such fluctuations, it would be performing a disservice to the 
economy. Ross has also shown that a given purchase and sale may be stabilizing 
to the secondary movement (movement lasting several weeks) and unstabilizing 
to the underlying primary movement (movement usually lasting several years).® 
An example of this is a long purchase (LP) made in the secondary reaction in a 
bull market and sold (S) on the secondary reaction of a bear market (see Figure 
I). Any assertion that speculation decreases fluctuations in prices must conse- 
quently be related to a given period of time. Since this argument for speculation 
is less widely used than others, it will not be discussed further, except for the 
remark that before such an argument could be used validly, it would have to be 
more carefully formulated. Limited statistical evidence offered by Ross (relating 
the daily short interest to changes in price) indicates that short selling unstabi- 
lized prices more often than it stabilized them.’ 

There are some who believe that the launching of new corporate enterprises 
is facilitated by the presence of a ready market for securities. It is believed that 
investors will be more inclined to buy risky securities with such a market in 
existence.* Though this argument merely gives support to the existence of a 

3 Charles O. Hardy, ‘‘Speculation,’? Encyclopedia of the Social Sciences. 

4In this aspect of his paper the writer leans heavily on James A. Ross, Speculation, 
Stock Prices, and Industrial Fluctuations, pp. 134-8. This is probably one of the best books 
written on the subject of speculation. 

5 Ibid., p. 152n. 

6 Ibid., p. 136. 

7 Ibid., pp. 1389-45. 

8H. G.8. Noble, The Stock Exchange: Its Economic Function, p. 9. 


4 
f 
Se 
4 
| 
| 


EVALUATION OF ORGANIZED SPECULATION 141 


stock exchange as such (the value of which is admitted), it is subject to the fur- 
ther objection that the securities of a new industry usually are not listed until 
long after its founding and early development. Flynn has shown that in the case 
of railroads, whose development supposedly depended upon a constant specula- 
tive market for railroad securities, stocks usually were not listed until many 
years after their organization.® 

One of the arguments for speculation most often heard is that short selling 
creates a brake for the downturn. The reasoning is as follows: far-seeing traders 
in the last stages of a bull market, realizing that the market is too high, go short 
(thus restraining the bull market), and then when the market falls, hasten to 
cover, in order to realize their gain before the market rises again.!° Somehow 
or other, these hypothetical traders are always astute enough to foresee the 
turning-point but are not smart enough to see that the market may go further 
down and that they should stay short or even increase their short interest. 


PRICE 


TIME 
Fre. I. 


As a matter of fact, it was admitted by the president of the New York Stock 
Exchange that at the top of the 1929 boom there was little short interest out." 
Furthermore, on November 12, 1929 (after the October crash), the short interest 
was 1,691,883 shares, while by May 23, 1931 (19 months later), the short interest 
had increased to 5,589,700 shares (or by 330 per cent). In this same period the 
Dow-Jones Industrial Stock average declined from 209.74 to 137.9." Here we 
have a large increase in short selling at a time when prices are falling. Flynn has 
shown that in many cases short sellers do not cover for weeks after the break 
in price. Moreover, if there are stocks purchased on margin hanging over the 
market or stocks in banks serving as collateral for loans, short selling in the 


® John T. Flynn, Security Speculation, pp. 90-104. This book, though full of shrewd 
insights, is limited in value by its polemical character, which, like most polemics, often 
results in loose reasoning and faulty judgments. 

10 Noble, op. cit., p. 28. 

11 Mr. Whitney quoted in Ross, op. cit., p. 200. 

12 Ross, op. cit., p. 277. 

13 Flynn, op. cit., pp. 222-3. 
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downturn may increase liquidation and thus (even if covering occurs later in the 
falling market) have a net downward effect." 


At the time a short sale is made the supply of stock is increased and in so far as this 
selling forces the price down it may “touch off” a ‘stop loss order’’ on the specialist’s 
book or bring into the market other types of forced liquidation. The short sale could be a 
match to set off a series of ‘‘stop loss orders.’’!® 


The fact that short selling is confined to a few important market leaders actu- 
ally increases its importance as a price factor, since these leaders set the “‘psy- 
chological tone’’ of the market.'* The present rule prohibiting a short sale except 
when there has been a long sale at a price above the preceding long sale (that is, 
unless the market has rallied at least an eighth of a point) does make it more diffi- 
cult to go short in the downturn. For that very reason the ruling is opposed by 
many speculators. 

The most important function that security speculation is supposed to perform 
is that of influencing the flow of funds into those industries whose output con- 
tributes most to economic welfare. The main assumption on which this argu- 
ment rests is that organized speculation will aid in driving the price to its “ideal” 
or ‘‘true” investment value. As shown below, the validity of this assumption is 
highly questionable. The argument also assumes that a firm or industry whose 
stock does well on the exchange will be encouraged to make new offerings and 


that people will be encouraged to purchase such offerings. In the first place, even . 


if it were granted that these assumptions are valid, it must be recognized that 
organized speculation would perform this function for only a limited area of the 
economy. It is hard to say how limited; but Flynn found that of the 16,975 
corporations listed by Moody’s Manuals, only about 1000 were listed on the 
New York Stock Exchange and that active speculation takes place in only a few 
of these—perhaps 10 per cent.'” 

However, the assumption that investment increases more in areas where stocks 
make a good showing is subject to question. Without doubt a large number of 
the firms whose stocks are listed on the exchange are either utilities or firms of 
an oligopolistic nature, and it is in these areas that the profit-maximization as- 
sumption (which underlies the assumption that investment will increase in fields 
where stocks do well) is weakest. Perhaps the firms whose stocks are selling high 
are controlled by older men who want to take life easier, or by men who fear 
government interference if they expand any further (these same men still able, 
perhaps, to prevent newcomers from entering the field). Then again, perhaps the 
firms whose shares are not doing so well are more interested in power or security 
than profits, or perhaps greater size will give to them the monopoly power neces- 
sary to make a better showing. But it will be replied that there is a “tendency” 
to direct investment in the right direction. Such use of the word tendency in 

14 Ross, op. cit., pp. 257-62. 

15 Tbid., p. 264. 

16 Ibid., p. 290. 

17 Flynn, op. cit., p. 43. 
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economics may be an attempt to hide our ignorance by oversimplifying the prob- 
lem. How is it known that the profit-maximizing tendency will be stronger than 
the tendency to seek power or the tendency for firms to strive for security? 
In certain areas of economic thought it is beginning to be believed that the 
profit-maximization assumption has outlived its usefulness; and, needless to 
say, the writer is sympathetic toward that view. 

Indeed, when it is seen (below) how values are often set on the organized mar- 
kets, perhaps we can be thankful that expansion and contraction of industry 
do not always take place in accordance with what the stock market is doing. 

This brings us to the principal assumption upon which the main argument in 
favor of organized speculation rests. The argument is that speculation aids in 
the direction of investment, and the assumption upon which it rests is that specu- 
lation aids in obtaining ‘‘true” investment values, or values based upon the ob- 
jective situations of the various firms in the economy. Now obviously, if all 
speculators, after carefully studying every security with regard to its true in- 
vestment value, purchased and sold on that basis, security prices would be driven 
toward true investment value. But there is a mass of evidence which indicates 
that there is more trading on price movements, or movement trading, than there 
is value trading. The former type involves “going with the market”—buying 
when prices are advancing, and selling when they are falling'*—whereas value 
trading is concerned with true investment values. Now the professional specula- 
tor, even if he wanted to, cannot try to make money on value trading when the 
ill-informed outsiders who dominate the market are practicing movement trad- 
ing. And it has been shown that with the general public so heavily in the market, 
the ‘‘professionals are inclined to turn from an analysis of value to an analysis 
of public psychology and the market moves.’’® This is shown by the advice 
given by many professionals when they write books (for aspiring speculators) 
after long careers in the market. F. D. Bond asserts that ‘‘one of the first and 
hardest things for the speculator to learn is, therefore, that he should wait for a 
bull or bear market.” He also says in discussing what and when to buy: “No 
knowledge of values or lack of values is going to be of any particular use at this 
juncture.’”° Otto Kahn asserts that the training of the banker may unfit him 
to be a successful speculator because ‘‘the banker’s training is to judge intrinsic 
values” and the speculator “‘must be able at times to disregard intrinsic values.’ 
To the extent that professionals follow the uninformed and emotional public— 
and in fact even the apologists for speculation have not claimed that the public 
in the market is anything but that—to this extent, the price is forced in no de- 
terminate direction; and neither the professionals nor the amateurs are perform- 
ing a service to the community. They may be performing a disservice: “Changes 


18H. S. Irwin, “The Nature of Risk Assumption in the Trading on Organized 
Exchanges,”’ American Economic Review, Vol. XXVII, p. 269. 

19 Ross, op. cit., p. 171. 

2 F. D. Bond, Stock Movements and Speculation, pp. 148-9. 

21 Quoted in Ross, op cit., p. 171. Mr. Ross has other quotations of a similar import. 
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in price which are out of line with investment values do not perform the function 
of price, and speculation which anticipates the changes is not productive.’ 

At about this stage of the discussion the rejoinder is sometimes made that it is 
the investor, the man who capitalizes the earnings, who, in the final analysis, 
controls security price. This is probably true, but a little thought will show that 
such a contention is hardly an argument in favor of organized speculation. ‘If 
the speculators who carry 100,000 shares of stock push the price say from 85 
to 100, the holders of a million other shares that are not on the market know this, 
most of them, and... if they begin to dump stock into the market and draw 
money out, the speculators will have to let the price drop again.’”** What this 
argument really says is that true values are approximated not because of, but in 
spite of, the actions of speculators—that is, that speculators cannot really do too 
much damage. 

Incidentally, at this point it is possible to answer the question which was raised 
earlier as to whether the speculator’s reward is commensurate with the value 
of services rendered. There is no reason to believe that it is. The speculator who 
makes the most money in a market dominated by movement trading will not 
be the man who buys and sells according to true investment value, but will 
rather be the man who is the most successful movement trader. The ones who 
lose are those who guess wrong as to what the market is going to evaluate the 
security at next, and not those who fail to determine true investment value. “It . 
is not sensible to pay 25 for an investment of which you believe the prospective 
yield to justify 30 if you also believe the market will value it at 20 three months 
hence.’ We find here an institution that feeds upon itself by a sort of Darwin- 
ian survival of the fittest. More movement traders survive than value traders, 
increasing the amount of movement trading, and thus making movement trad- 
ing more necessary for survival. The fit who survive in this case, however, are 
not the fittest from society’s point of view. ‘“‘The public interest in speculative 
transactions requires that they should be based on a knowledge of what future 
prices should be, while the speculator is concerned only that they should be 
based on a knowledge of what future prices actually will obtain.’ 

Turning to the commodities market, we find that the situation is somewhat 
different. Here speculation and futures trading have a definite role to play in 
stabilizing price over the crop period, thus maximizing utility of the supply. 
Furthermore, an important function is performed by futures trading in making 
hedging possible. Here, however, movement trading may cause wider price 
fluctuations than would occur without it (and wider than are desirable) as well 
as result in a failure to foreshadow the future (see Figure II). 

Note that movement trading not only fails to anticipate change (purchase, 


22 Ross, op. cit., p. 176. 

23 Charles O. Hardy, ‘“‘Recent Developments in the Theory of Speculation,” American 
Economic Review Supplement, Vol. XXVII, p. 266. 

24 John Maynard Keynes, General Theory of Employment, Interest and Money, p. 155. 

25 F. Lavington, ‘‘The Social Interest in Speculation on the Stock Exchange,’’ Economic 
Journal, Vol. XXIII, p. 48. 
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at A”, made only when price has already started up and sale made only when 
it has started down), but actually increases amplitude of fluctuations (due to a 
mass psychology, etc.). Value trading, on the contrary, anticipates the future 
and decreases amplitude of fluctuations. Incidentally, a speculator who buys at 
d and sells out at e, or sells short at f and covers at g, is rewarded even though 
he performs a disservice to the community. Movement trading in the commodi- 
ties market makes it more difficult to hedge effectively and in addition makes 
hedging more necessary. Besides the whims of the elements the dealer has to 
hedge against the optimism and pessimism of the crowd. 

What conclusions can be drawn with regard to organized speculation? The 
solution for the commodities market seems to be to eliminate the uninformed 
trader and to look for measures which will encourage value trading and dis- 


PRICE 
KEY bs 
ATION 
VALUE TRADING ONLY 
MOVEMENT TRADING 
TIME 
Fie. II. 


courage movement trading. Some suggested reforms aimed in this direction are: 
to make it more difficult to buy in a rising market and sell on a falling market, 
to limit or eliminate margin trading, and to levy high transfer taxes. 

The problem of organized speculation in the securities market cannot be dealt 
with so easily. As opposed to speculation in commodities where indisputable 
services are rendered (in stabilizing prices over the crop period and in making 
hedging possible), organized speculation in securities, as currently conducted, 
makes almost no contribution to the functioning of the economy. The only un- 
questionable function it performs is that of decreasing differences in prices of 
successive sales, and this can count little in the light of other considerations which 
are less favorable. The argument that speculation stabilizes prices is often mean- 
ingless as expressed, and some empirical evidence shows just the opposite to be 
true. The belief that speculation aids in launching new corporate enterprises is 
very tenuous, to say nothing of the fact that, at most, it is merely an argument 
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for an organized market and lends no support to the argument for organized 
speculation. It has been shown that short selling, far from creating a brake for 
the downturn, is, to the extent that it causes liquidation that would not other- 
wise occur, more in the nature of an accelerator. As for the principal argument 
adduced in favor of speculation—that it directs the flow of funds into industry— 
it has been shown that (a) listed securities actively speculated in represent only 
a small part of total industry, (b) considerations other than security prices may 
be the more important factors in expansion and contraction of industry, and (c) 
only by chance (in most cases) does organized speculation aid in driving prices 
to true investment value. 

As for reform, at the very least the general public should be removed from the 
market, value trading should be encouraged, and movement trading discouraged. 
“It is usually agreed that casinos should, in the public interest, be inaccessible 
and expensive and perhaps the same is true of stock exchanges.’”* 

However, reforms such as those advocated for commodities exchanges may not 
be enough to justify the continuance of security speculation. The problem may 
be put as follows: The value and necessity of an organized market is unquestioned. 
Sound values are desirable on such a market if for no other reason than that the 
investor should get a fair deal. The question is whether, with the uninformed 
public eliminated, professional speculation can contribute to the efficiency of 
the market in obtaining sound values. Under present conditions it is obvious that 
professional speculation does more harm than good. Indeed, the case for organized 
speculation as currently practiced is extremely weak. Professional speculation, 
with the general public eliminated from the market, should be given a chance to 
demonstrate its services to the community. It is the writer’s opinion that after 
such a test it would be found that the country would be better off with no or- 
ganized speculation at all on the securities market. Though he did not use the 
term, Keynes believed that professional speculators could and would practice 
‘movement trading” among themselves (without the general public in the 
market).2” And this writer is inclined to agree with him. 

Now of course it is difficult to separate speculation from investment, and diffi- 
cult to develop adequate administrative controls; but it can be stated quite 
dogmatically that these problems cannot be solved until their existence is recog- 
nized. 

This point brings us to the role that economists have played in the controversy 
over speculation. Their attitude toward speculation may well turn out to be one 
of the blacker pages in the history of economic thought—along with Say’s Law 
and the doctrine of the impossibility ot technological unemployment. It is al- 
most incredible how economists have failed to recognize special pleading in this 
field and how apologists for the exchanges have often by sheer repetition, per- 
suaded them of the validity of their questionable arguments for speculation. 
Economists should recognize that the statement ‘Yes, but you have to have 
speculation!’’ is far from self-evident, and, in fact, has little foundation in care- 
ful analysis. 


26 Keynes, op. cit., p. 159. 
27 Ibid., p. 155. 
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\ THE TAFT-HARTLEY ACT IN OPERATION 


PAUL A. BRINKER 
University of Oklahoma 


The National Labor Relations Act (the Wagner Act) remained intact as a 
statute for 12 years. From present indications in Congress, the Taft-Hartley 
Act will not live that long. Nevertheless it will be useful to analyze how the latter 
act has actually worked in practice. As yet, the significance of many of the sec- 
tions has not become apparent because the National Labor Relations Board and 
the courts have not handed down decisions on these sections, but some effects 
of the law have already been brought into focus, and the purpose of this paper 
will be to judge the law in the light of how it has worked in practice. 

The Labor-Management Relations Act of 1947 (The Taft-Hartley Act) amends 
the National Labor Relations Act of 1935. The purpose of the 1935 act was to 
eliminate organizational strikes and promote industrial peace by guaranteeing 
labor the right to organize free from employer interference. Section I of the act 
also stated that since inequality of bargaining power between labor and manage- 
ment tended to aggravate business depressions, such power should be equalized. 
Consequently, the National Labor Relations Act aimed at improving the bar- 
gaining power of labor, mainly by granting labor the right to organize and bar- 
gain collectively without interference from management. The Taft-Hartley Act 
adds a third purpose—stating namely, that certain labor practices burden or 
obstruct commerce and therefore should be prohibited. Accordingly, the new 
amendments tend to restrict labor. In addition, the act gives more privileges to | 
management than had been accorded this group under the Wagner Act. 

The Taft-Hartley Act in section 2(2) changes the definition of the term ‘“em- 
ployer” from “any person acting in the interest of an employer,” to “any person 
acting as an agent of any employer.” The change in definition is as significant as 
it is harmful. Under the old act, the board had issued cease and desist orders 
against chambers of commerce, vigilante groups, and other outside organizations 
which were furthering the employer’s cause by methods outlawed by the National 
Labor Relations Act.! These groups were acting in the interest of an employer, and 
therefore were considered employers who could be ordered to cease and desist from 
unfair labor practices. Now, however, under the Taft-Hartley Act such groups 
cannot be stopped from attempting to defeat unions by unfair methods unless it 
can be proved that they are acting as the agent of the employer. In many in- 
stances such is not the case, nor could it be proved easily if it were the case. 

The definition of an ‘‘agent’’ was also changed by the amendments to read as 
follows: ‘In determining whether any person is acting as an agent of another 
person so as to make such other person liable for his acts, the question as to 
whether the specific acts performed were actually authorized or subsequently 
ratified shall not be controlling.” The Norris-La Guardia Act specifically provided 


1 Blue Ridge Shirt Co., 70 NLRB 741. 
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that labor unions, their officers, and members should not be liable for the unlawful 
acts of individual officers, members, or agents except upon clear proof of actual 
participation or upon a showing of actual authorization or ratification of such 
acts after actual knowledge of them. The new definition obviously makes unions 
more liable. The board in a recent decision held that both the local union and the 
international with which it is affiliated were liable in restraining nonstriking work- 
ers from entering the plant. In a dissent to this order, Chairman Paul M. Herzog 
and Member John M. Houston of the National Labor Relations Board main- 
tained that only the local should be held liable on the ground that clear proof of 
agency was lacking. 

Section 2(3) excludes independent contractors from the definition of the term 
“employee.” The question had arisen under the old act whether such groups as 
newspaper boys should have bargaining rights because they were really indepen- 
dent contractors rather then employees. The National Labor Relations Board con- 
cluded that such groups would be considered as employees and thus subject to 
the provisions of the act. The board decision was upheld by the United States 
Supreme Court.? The Taft-Hartley Act defines “employee” so as to exempt in- 
dependent contractors from the benefits of the National Labor Relations Act. 
The author feels that newspaper boys need organization and bargaining rights 
just as much as other labor groups, perhaps even more so. 

Another group no longer covered under the term ‘‘employee” is supervisors or 
foremen. Foremen are not necessarily forbidden to join unions, but employers ~ 
may fire workers for joining. In addition, employers no longer are required to bar- 
gain collectively with foremen’s unions. According to the majority of Congress, 
foremen should represent management rather than oppose it through a union. 
On the other hand, some maintain that foremen’s unions are necessary to obtain 
concessions withheld from foremen, such as time and a half for overtime, senior- 
ity, and the like. The effect of this provision has been that the Foremen’s Asso- 
ciation of America has lost most of its power in bargaining with employers. 

Employers are still forbidden to ‘interfere with, restrain, or coerce’ employees 
in the rights of organization and bargaining collectively. In early decisions, the 
board had held that any anti-union statement by an employer was evidence of 
“interference,” and therefore illegal.* The Supreme Court held, however, that an 
anti-union statement which contained no threat was protected as free speech and 
could not be considered a violation of the National Labor Relations Act when 
standing alone.t The Taft-Hartley Act embodies the philosophy of the Supreme 
Court decision into section 8(c) of the act by providing that: ‘“The expression of 
any views, argument, or opinion, or the dissemination thereof, whether in written, 
printed, graphic, or visual form, shall not constitute or be evidence of an unfair 
labor practice under any of the provisions of this Act, if such expression contains 
no threat of reprisal or force, or promise of benefit.”” One change has come about 
through this amendment. Formerly the board, after a Circuit Court modification, 
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forbade an employer to direct employees to listen to anti-speeches on company 
time unless the union was given equal opportunity to speak.’ Now the board must 
permit an employer to talk against a union because of section 8(c).° Since forcing 
workers to listen to anti-union speeches does not seem to be a particularly meri- 
torious practice, and, since the Supreme Court had upheld anti-union statements 
without threat to be free speech, section 8(c) could well have been left out of the 
amendments. 

Employers are still forbidden to dominate, interfere with, or contribute financial 
support to labor unions. However, this section has been modified in two important 
respects. Section 9(c)(2) forbids the board to “deny a labor organization a place 
on the ballot by reason of an order with respect to such labor organization or its 
predecessor.” Formerly the board held that if a company-dominated union was 
disestablished but reorganized free from employer interference, it still would not 
be allowed a place on the ballot to determine majority status because the em- 
ployees might be unduly influenced in favor the union that the employer had 
supported.’ Allowing a formerly company-dominated union on the ballot, as 
the Taft-Hartley Act does, places a premium on an employer’s forming a union, 
for such a union, even though reorganized in accordance with the law, would un- 
doubtedly be more friendly to the employer than would a union which had always 
been completely independent from management. 

Section 10(c) further modifies the board’s control over company-dominated 
unions by providing that: ‘In determining whether a complaint shall issue alleg- 
ing a violation of section 8(a)(1) or section 8(a)(2) and in deciding such cases, 
the same regulations and rules of decision shall apply irrespective of whether or 
not the labor organization affected is affiliated with a labor organization national 
or international in scope.’ Previously the board had not ordered AF of L or CIO | 
affiliates disestablished if such unions were company-dominated because the 
board felt that an order requiring the employer to cease dominating the union 
would prove a sufficient remedy. Independent unions, on the other hand, were 
ordered disestablished. Since the Taft-Hartley Act now requires that independent 
unions be treated in the same way as affiliated unions, the board has recently 
decided that it will order all company-dominated unions disestablished regard- 
less of whether they are affiliated or not.® 

It is still an unfair labor practice for an employer to encourage or discourage 
membership in any labor union by means of discrimination in regard to hiring, 
firing, or any conditions of employment. One amendment is so interpreted as to 
be of no significance whatsoever. This amendment forbids the board to reinstate 
anyone fired ‘for cause.” The General Counsel has ruled that such an amend- 
ment will not change the board decisions, for the board has never ordered the rein- 
statement of those fired for cause but only those fired for union activity. 

Other changes in this section, though, have had important effects throughout 
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much of the industry. For one thing, unicns are no longer permitted to have the 
closed shop—that is, a shop where a union man must be hired. In most cases, 
industrial conditions are not bettered by giving the union so much power. Union 
favoritism is simply substituted for the favoritism which the employer might 
show in hiring friends. Then too a business agent of a union might obtain too 
powerful a control over a union if he has sole control over hiring. On the other 
hand, unions maintain that, if they do not have the closed shop, an employer 
might eventually break the union by hiring anti-union employees. This author is 
of the opinion that the danger is rather remote because the employer is still for- 
bidden to discriminate against union workers in hiring. 

Trouble and strikes have developed in the shipping industry because the union 
hiring hall has been declared illegal.* Unquestionably, conditions peculiar to this 
industry necessitate a limitation of the employer’s right to hire. When employers 
did have such a right, longshoremen were subject to intermittent employment, 
long hours of waiting for ships, and no sharing of work between crews. The hiring 
hall eliminated such difficulties by limiting the number of workers, and by hiring 
crews in rotation. Conditions in the shipping industry and a few other industries 
then merit special consideration which is not given by the complete ban on closed 
shops under the Taft-Havtley Act. 

Since the Taft-Hartley Act forbids discrimination in hiring either for or against 
unions, the board found unfair discrimination in a competency clause which the 
Typographical Union required of new workers whereby the ITU was allowed to 
examine all workers for composing room jobs but where ITU journeymen were 
eligible for employment without examination. The board found further that 
foremen (ITU members) had the authority to hire and fire, but were forced to 
discriminate in favor of ITU members because foremen are bound by oath under 
the ITU constitution to “procure employment for members of the ITU in pre- 
ference to others.” 

The Taft-Hartley amendments are unnecessarily strict in placing requirements 
on unions before they can obtain a union shop contract. The act now requires that 
a special election be held in which a majority of the workers at the plant vote in 
favor of the union shop before unions may demand such a clause from manage- 
ment. Before the amendments, the board had been handling about 6,000 elections 
a year, but this year 26,000 unions have requested union shop elections alone, 
with the result that even though much of the time of the board’s regional offices 
has been tied up in such elections, there is still a large backlog of such cases. 
Since the unions have won about 98 per cent of the union shop elections, it is 
rather obvious that the conducting of such elections has resulted merely in a 
waste of the taxpayers’ money. Fortunately, the law does not require that such 
elections be held every year, so that the time and money spent on such elections 
will not be as great in the coming years. 

Another unfortunate restriction on the union shop comes from section 14(b): 
“Nothing in the Act shall be construed as authorizing the execution or appli- 
cation of agreements requiring membership in a labor organization as a con- 
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dition of employment in any State or Territory in which such execution or 
application is prohibited by State or Territorial law.” Since most industries are 
of an interstate nature, federal law concerning the union could have applied 
rather than state law. The above section makes state law apply and therefore 
precludes the board from holding union shop elections in those states outlawing 
the union shop. If state laws are better than the federal law concerning the union 
shop, why did the federal lawmakers not adopt the more strict state provisions 
throughout all industry? 

A further Taft-Hartley restriction against labor forbids an employer to fire 
an employee under a union shop contract if he has been expelled from the union 
for any reason except nonpayment of dues. In other words, unions may expel a 
member for any reason whatsoever, but an employer may fire the worker under a 
union shop contract only if the worker has been expelled because of nonpayment of 
dues. Unions naturally would like to see a worker fired especially if he is expelled. 
Otherwise the union would be unable to effectively discipline an employee who, 
for example, may be supplying the employer with valuable information learned 
at the union meetings. On the other hand, the reason this section was included in 
the law is that sometimes unions unfairly oust members, perhaps because the 
member has complained about some undemocratic procedure or some form of 
racketeering. Obviously such workers should not lose their jobs. Perhaps some 
compromise should be worked out whereby a neutral person would be given power 
to determine whether the employee should lose his job. 

Besides retaining the unfair labor practices against employers, though in a 
modified form, the Taft-Hartley amendments add a group of practices which are 
considered unfair if engaged in by labor unions. Unions are no longer allowed to 
“yestrain or coerce” workers into joining a labor union. The old act forbade an 
employer from ‘interfering with, restraining, or coercing” workers from joining 
a union, and the new law applies the same rules to unions except that it omits 
the word “interference.” Since any type of organizational activity on the part 
of the union could be construed as “interference,” it was decided to omit this 
word from the limitations on unions. Therefore, only such activities as force, 
violence, etc., are restricted here. There is no doubt that such types of coercion 
should be outlawed. If employers are prohibited from using underhand methods 
to defeat unionism, it is only fair that unions be restrained from using similar 
methods to gain members. Many economists have pointed out, though, that 
board procedure is too slow to eradicate such practices. 

Another unfair labor practice of unions is refusing to bargain collectively; 
an amendment which has developed broader implications than were originally 
intended. Since under the Wagner Act employers were forced to bargain collec- 
tively, the amendments evened the score by requiring unions to bargain too. 
Although most unions are generally willing to bargain, and, as a matter of fact, 
must bargain in order to obtain benefits for their members, there was an occa- 
sional instance where a union would refuse to meet with the employer. One 
such instance occurred when the Steel Workers Union refused to meet with any 
other steel companies until terms had been agreed upon with the United States 
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Steel Corporation —terms which the union hoped would be substantial and could 
be used as a bargaining weapon against the other companies. However, instead 
of having limited significance, this section has plugged a loophole through which 
some unions expected to avoid the closed shop provisions of the law. These 
unions were going to keep the closed shop and simply not sign contracts with the 
employer, for the closed shop contract is illegal. But since refusing to sign a 
contract is considered a refusal to bargain, unions have been forced to enter into 
written agreements on agreed terms. Such terms, obviously, must omit the 
closed shop. 

Section 9(b) (4) forbids a union to: “induce or encourage the employees of any 
employer to engage in a strike or a concerted refusal in the course of their em- 
ployment to perform any services where an object thereof is: (A) forcing or re- 
quiring any employer or self-employed person to join any labor or employer or- 
ganization or any employer or other person to cease using, selling, handling, 
transporting, or otherwise dealing in the products of any other person.” 

On the surface it would seem that an employer should not be required to join 
a union, but Justice Brandeis in a 5-4 decision in the Senn case pointed out that a 
union should be free to engage in competition to determine who should work.!® 
More controversial still is the clause which outlaws secondary boycotts and some 
types of sympathy strikes. Unions maintain that they should be able to “strike” 
plants not involved in a labor dispute so that pressure can be brought on non- 
union employers. Otherwise, such employers can out-compete and undersell the 
union shop. Those favoring the elimination of the secondary boycott feel that 
labor has enough power when it is allowed to organize free from employer inter- 
ference, and that if a union fails to organize a plant, the struggle should not be 
broadened by throwing support of the whole union in all other plants against 
one employer. On the other hand, if unions are restricted from getting outside 
help, employers should be restricted likewise. Therefore, employers should at 
least be prohibited from ‘arming work out when there is a strike, regardless of 
whether the orders are fil.ed at another of the employer’s plants or by some other 
employer. 

Cases have already arisen as to whether the “unfair lists,” used widely by 
AF of L Central Labor Unions and Building Trades Councils against some non- 
union employers, should be outlawed as a secondary boycott. Trial examiners so 
far have ruled that these lists contain no threat to employees for unions do not 
provide any machinery for disciplining members who have ignored the lists. 
The five-man board has not decided any such cases yet. In a few instances unions 
have been able to conduct boycotts legally by prevailing upon other employers 
to cease doing business with the employer since unions are only forbidden to 
induce employees to refrain from handling another employer’s goods and are not 
forbidden to induce employers. 

Another unfair practice under section 8 (b) (4) forbids unions to go out on a 
sympathy strike to force another employer to recognize and bargain with a union 
unless the union has been certified as the appropriate bargaining agent. Still 
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another unfair labor practice on the part of a union is to engage in a jurisdictional 
strike, in which two unions are claiming to represent the workers. Since a peaceful 
election could be held to determine the wishes of the workers, and, since an em- 
ployer may suffer severe losses through no fault of his own, the Taft-Hartley Act 
wisely outlaws jurisdictional strikes and requires that unions settle the matter 
peaceably. In the construction industry, in which such strikes are heavily con- 
centrated, management has set up a procedure with the aid of the unions to 
settle jurisdictional disputes without having to go to the National Labor Re- 
lations Board. Certainly here is one accomplishment of the Labor-Management 
Relations Act. 

Another unfair practice outlawed is the practice of some unions of charging 
excessive initiation fees. In an analysis of 300 AF of L unions, Professor Taft 
found that almost two-thirds of the unions charged more than $25, with 65 
unions charging $100 or more and with the highest four charging $300." Although 
Professor Slichter has found that high initiation fees are more instrumental in 
increasing union funds than restricting the number of workers,” too high intia- 
tion fees, nevertheless, work a hardship on those forced to pay them. The Taft- 
Hartley Act does not define what constitutes an excessive fee; and the matter will 
be left to the National Labor Relations Board. Incidentally, this amendment 
outlaws excessive initiation fees only under a union shop or maintenance of 
membership contract and does not cover employees under open shop contracts. 
From the fact that no charges have been filed as yet and that individuals will 
be reluctant to incur the wrath of the union by filing such charges, it is doubtful 
whether this amendment will accomplish much. 

Still another unfair practice which should be and now is outlawed is the prac- 
tice of some unions of exacting money “for services which are not performed or not 
to be performed.” In the first case to arise under this section, the National Labor 
Relations Board ordered the Plasterers and Cement Finishers union to reimburse 
an employer because the union had exacted payment for six workers when only 
two did the work. Some have opposed this section on the ground that pay during 
lunch hours, pay while waiting for repairs, or vacation pay might be considered 
payment in which no work is performed, but Senator Taft in the debate on this 
section specifically stated that vacation pay, etc., would not be outlawed. 

Section 8(d) of the act defines the term “collective bargaining” to agree with 
decisions already handed down by the National Labor Relations Board, but adds 
that both parties are required to give a 60-day notice if they desire to modify the 
terms of the contract. In addition, the Federal Mediation and Conciliation Serv- 
ice must be notified within 30 days after the notice of dispute. The penalty 
applied to employees striking before the 60-day period expires is that they lose 
their status as employees and thus lose the protection of the act. Many have 
criticized this section as taking away a powerful union weapon, for the timing of 
a strike, which is considered of the utmost importance, is now blunted by the 60- 
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day notice. There is no disputing the fact that the timing of a strike is important. 
For example, a strike called at a time when the plant is ready to close down any- 
way because of a regular seasonal slump would simply not be successful. Labor 
leaders, though, can take the 60-day limitation into consideration and still time 
a strike judiciously. Whatever inconvenience is experienced in timing is made 
up by the advantage that a 60-day notice should tend to force both manage- 
ment and labor to think over their difficulties for a longer period of time before 
calling a strike. 

Section 9 (a) states that representatives designated by a majority shall be the 
exclusive representatives of all the employees provided (Wagner Act) “that any 
individual employee or a group of employees shall have the right at any time to 
present grievances to their employer.”’ The Taft-Hartley amendment changes the 
wording to read as follows: ‘‘Provided that any individual has the right to present 
grievances without the intervention of bargaining representatives as long as the 
adjustment is not inconsistent with the terms of a collective bargaining con- 
tract or agreement then in effect: Provided further, that the bargaining represent- 
ative has been given opportunity to be present at such adjustment.’’ The amend- 
ment merely brings the act in line with a Circuit Court modification of a board 
order, whereby the court ruled that all grievances do not present issues with the 
scope of the collective bargainirg process." 

Section (9 (b) of the old act gave the National Labor Relations Board power 
to decide in determining bargaining rights whether the appropriate unit should 
be the employer, craft, plant unit, or subdivision thereof. Concerning the craft- 
industrial unit controversy, the board decided that the craft unit would be ap- 
propriate provided that the workers wanted such a unit.!* Much to the American 
Federation of Labor’s displeasure, the board modified the so-called “‘Globe’’ doc- 
trine by providing that the craft unit would not be designated if there had been 
no precedent for craft organization at the plant or if the work was not of a ho- 
mogeneous nature.'® The board further provided that once an industrial unit had 
been designated, a craft unit could not be separated from it unless: (1) the craft 
had had a membership (a craft history); (2) no consideration of the craft had 
been given by the board; (3) the craft had protested its inclusion.’* The only 
other qualification was that a bona fide craft could have been separated if the 
current representatives raised no objection to the craft’s splitting off.” 

Most economists have concluded that an industrial type union is the most 
desirable type to have in the mass production industries, for an employer can 
deal more easily with one union than with many. Also more strikes might result 
if each union had to be satisfied separately. Board decisions, therefore, tended 
to allow the industrial union to remain once it had been designated as the ap- 
propriate unit. A Taft-Hartley amendment, however, upsets prior board decisons 
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somewhat: ‘The Board shall not decide that any craft unit is inappropriate on 
the ground that a different unit has been established by a prior Board determi- 
nation unless a majority of the employees in the proposed craft unit vote against 
separate representation. Recently the Bricklayers asked to be designated the ap- 
propriate bargaining unit in a steel mill, which had been represented by the 
United Steel Workers in an industrial unit. The board, however, held that such 
a unit was still inappropriate, not on grounds that “a different unit has been 
established by a prior Board determination,” for such grounds are clearly out- 
lawed by the above amendment, but because of the “basic nature of the duties 
performed and the integration of craft functions with the over-all processes of 
the employer.’”® 

In determining whether the whole plant should be the appropriate unit or 
whether a subdivision of the plant is permissible, the board had decided that 
a history of collective bargaining,'® the type of work done in the various depart- 
ments,”° and the desire of the workers themselves” should all be considered. The 
Taft-Hartley Act rules that the extent to which the employees have organized 
shall not be controlling. In several cases decided after the passage of the amend- 
ments the board ruled that it would not find appropriate the unit sought by the 
petitioning union, where to do so would mean approving the propriety of the 
unit primarily because of the extent of union organization. 

Under the amendments, guards are singled out for special legislation. Due to 
the fact that some guards might not exercise the proper discipline if they are in 
the same union with the rest of the employees, the Taft-Hartley Act requires 
that unions of guards must be entirely separate from other unions. The wording 
of the new law, however, forces the board not only to separate guards but also 
watchmen who have no disciplinary powers over the rest of the employees.” A 
rewording of the law to allow watchmen to join a union with the rest of the em- 
ployees would be desirable. 

Formerly an employer was allowed to petition for an election to determine 
bargaining rights only if a jurisdictional dispute was causing strife. The new 
amendments now permit an employer to petition for an election any time a union 
claims that it has a majority. Some have opposed this amendment on grounds 
that an employer could defeat a union campaign before it had a chance to get 
started merely by petitioning for a premature election. In practice such chicanery 
cannot be engaged in because a petition for an election is not honored by the 
board unless the union has sufficient strength to warrant the holding of one. If 
the union withdraws its claim of having organized a majority, the petition for 
an election is dismissed. 

Before the amendments, election procedure allowed the regional directors of 
the various board’s offices to pass on the question of whether an election should 
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be held. The Taft-Hartley Act takes such powers away from regional directors 
by requiring that the five-man board in Washington decide on whether an elec- 
tion should be held. So far as this writer can ascertain, no improvement is made 
by such an amendment. Rather, the change is for the worse, for it merely slows 
procedure. Regional directors were certainly competent to pass on whether an 
election should be held, especially when restricted by the board to approve only 
those elections ‘‘which present no substantial issues.” 

Another amendment throwing sand on the wheels is one which outlaws the 
determination of the majority by cross-checking union membership cards with 
the employer’s payroll. Since this procedure was only used provided that the 
employer did not object to it, the author once again cannot see how the National 
Labor Relations Act was benefited by such an amendment. Why slow procedure? 

This same section changes the old law so that employees on strike who are 
not entitled to reinstatement shall not be eligible to vote. Those striking against 
unfair labor practices of an employer are entitled to reinstatement, but those 
striking for higher wages, or shorter hours (economic strikers) are not entitled 
to reinstatement once they have been replaced. Previously the board allowed 
only those engaging in the strike and not their replacements to vote, but later 
changed its rule to allow both the economic strikers and their replacements to 
vote. The Taft-Hartley Act modifies the latter decision by allowing only the re- 
placements to vote and not the economic strikers.* Since the economic strikers | 
have been replaced and thus are not entitled to reinstatement, it may seem that 
there are no good reasons why they should be allowed to vote at a plant where 
they no longer work and where they will not work in the future. However, an 
employer could have a vote taken among the strikebreakers who may not expect 
to remain permanently with the company. Then the strikers in returning to the 
plant would be forbidden to petition for another election until a year had passed. 

An amendment to election procedure not open to serious question is one which 
allows employees to petition for decertification of a union. Certainly the em- 
ployees are entitled to question the majority status of a union and vote against 
it if they want to, especially since the law requires that 30 per cent of the em- 
ployees must show that they are against the union before such an election can 
be held. In brief, the Taft-Hartley Act not only allows unions to petition for 
bargaining rights, but allows employers to petition, and grants workers the right 
to ask for a decertification election. In the first year of the amendments, 83 per 
cent of all petitions for elections are still being made by unions and only 17 per 
cent by either the employer or by employees for decertification. 

Before unions may obtain the benefits of the act, complete information must 
be given on the method of election of officers, the initiation fees and dues charged, 
and a financial statement. The present Secretary of Labor, with whom such data 
is filed, has agreed not to publish such data, but perhaps such a rule will not be 
applied by later secretaries. Some unions object to publication of the financial 
data on the ground that it gives employers too much information in dealing with 
a strike or threatened strike. These unions contend that management’s argument 
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that all corporations must file financial statements fails to take into consideration 
that incorporation also brings many advantages to corporations, whereas unions 
must print such data without obtaining any further advantages. On the other 
hand, many well-established unions have published complete financial statements 
for years. 

In addition to the above information, both local and national officers of unions 
must sign affidavits to the effect that they are not Communists if they are to ob- 
tain any of the benefits of the act. The reasoning behind such a proposal is that 
Communists should not be entitled to the benefits of a free society, and that 
once union members realize that their officers are Communists, they might rid 
themselves of such leaders, especially since the workers stand to lose by being 
unable to go to the National Labor Relations Board for protection. A further 
advantage of the requirement is that the government will be more easily able 
to spot Communists in case trouble with Russia develops. On the other hand, 
there are those who maintain that persecution of Communism will merely send 
it underground, where it will flourish more. Some unions have protested that 
having only one Communist as an officer means a great loss to the unions, while 
other unions, though not Communist, have failed to sign the petition on grounds 
that it violates their constitutional rights and that if unions should be required 
to sign such pledges, so should employers. A statutory three-judge court in the 
District of Columbia passed on the constitutionality of the section, and found 
that no violation of the Constitution existed. Most national unions have signed 
the Communist affadavits, with 175 of the 190-odd national unions complying 
as of April 15, 1949, in addition to 8,632 locals. A few Communist unions have 
got around the provisions of the act by allowing their officers to remain in con- 
trol even though relinquishing their official positions. 

Board procedure in handling unfair labor practices has been revamped con- 
siderably by the amendments. Formerly a case was investigated by the regional 
office, whose lawyers became prosecutors if they found the employer guilty and 
if not adjustment could be made informally. A trial examiner of the board be- 
came the judge, and then the case could be appealed to the board in Washington. 
The complaint against such procedure was that board personnel was “judge, 
jury, and prosecutor” all in one. Although this accusation was true, little if any 
miscarriage of justice took place because the employer always had the right to 
appeal to the courts. The fact that the board has a splendid court record proves 
that little favoritism was shown. The board simply could not favor its own per- 
sonnel in handing down decisions, for otherwise the courts would have reversed 
the board. At any rate, the above reasoning was discarded, and the Taft-Hartley 
Act now places all regional personnel under a new officer called the General 
Counsel, who directs all prosecution and has final say on whether any unfair 
labor practice charge should be proceeded with or dropped. Thus the prosecution 
is now separate from the judges. The danger involved in the new procedure is 
that one man is given a tremendous amount of power. The use of injunction 
powers can also be abused either for or against labor, although the present General 
Counsel has used such powers only to a limited extent. 
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One section opposed by unions is that which gives priority in processing to 
cases involving sympathy strikes, secondary boycotts, and jurisdictional strikes. 
Unions maintain that they also lose money if cases are delayed, for organizers 
must remain 40 try to combat unfair labor practices until the board takes the 
case. But since strikes are exceptionally costly to employers, Congress provides 
for immediate remedies for management. Unions further object that injunctions 
are required to restrain union activities whereas the slower procedure of a board 
order is used against the employer. 

Section 11 takes away the power of the National Labor Relations Board to 
withdraw subpoenas unless ‘“‘the evidence whose production is required does not 
relate to any matter under investigation.” Formerly the board refused to sub- 
poena witnesses if their testimony would have lengthened cases without adding 
any new testimony. Now the board will be helpless to stop the parade of witnesses 
called by either side. 

Unions further object that they are subject to damages for engaging in juris- 
dictional strikes and secondary boycotts, especially since such suits may be 
brought by whoever shall be injured. The term “whoever” is so broad that unions 
may now be sued by customers and nonunion employees of the boycotted em- 
ployer and perhaps by others. Since unions are now severely restricted in boy- 
cotting by injunctions and damage suits, perhaps it would have been wiser at 
least to restrict damages to those directly affected by the union practices. Al- 
ready suits against unions have been filed amounting to millions of dollars. To 
summarize the penalties for violation of the act, the unions contend that they 
are discriminated against because mere “cease and desist” orders are issued 
against employers whereas mandatory injunctions, damage suits, and loss of 
rights under the act are applied against unions in addition to the “cease and 
desist” orders. 

The Taft-Hartley Act new provides that for industry-wide disputes or those 
which might affect the national health and safety, the President of the United 
States may appoint a board of inquiry which shall report upon the dispute with- 
out making any recommendations. After the report is received, the President of 
the United States may direct the Attorney-General to obtain an injunction to 
enjoin the strike or lockout for 80 more days (following the 60-day notice which 
all unions must observe). During the 80-day interval, the President must recon- 
vene the board of inquiry. One difficulty already experienced in the actual work- 
ing of such procedure is that during the time the board of inquiry is attempting 
to get the facts for the first report, a strike may occur. Furthermore, it is doubtful 
that the first board report is of much value since no recommendations are per- 
mitted. It would have been wiser to have granted an injunction immediately 
after the expiration of the first 60 days and then have one report with recom- 
mendations issued by the board of inquiry after the board had ample time to 
investigate the case. 

When the board of inquiry reconvenes it makes another report at the end of 
60 days. Thereupon the National Labor Relations Board within the next 15 days 
takes a ballot to determine whether the workers will strike or whether they will 
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accept the last offer of the employer. This provision is a carry-over from the 
wartime Smith-Connally Act, which did not work very -well in practice. The 
workers knew that the only chance to obtain concessions from management was 
by voting to strike, and therefore almost all elections registered a preference for 
striking. Following the vote, a strike is permitted after five more days. All in all, 
an industry-wide strike or that affecting the national health and safety is delayed 
for 140 days, during which time mediation, compulsory investigation, and per- 
haps arbitration may take place. Since our economy is so interdependent and 
may be crippled by a strike in one key industry, these provisions should be for 
the good of the country, although revisions should be made along lines suggested 
above. 

Another provision of the Labor-Management Relations Act legalizes the labor 
contract, which previously had an uncertain legal status. Both employers and 
labor unions may be sued for violation of a collective bargaining agreement. Labor 
contracts are now made as binding and legal as any other type of contract or 
agreement, although many unions have evaded this provision by eliminating the 
‘no-strike” pledge in their contracts. 

Another restriction on unions is that the check-off of union dues can only be 
made by the employer if the employees ask for it in writing. Since a union must 
have funds to operate, as any organization must, unions have had to put on 
campaigns to get workers to agree to the check-off. 

Another restriction outlaws welfare funds unless jointly administered. This 
provision does not hurt unions as much as the one on check-offs, since workers 
still receive the benefits of the funds regardless of who administers them. Lastly, 
contributions or expenditures by employers or unions for national political cam- 
paigns or elections were prohibited. Since printing advertisements in their own 
union newspapers to defeat certain Congressmen was an expenditure, unions 
were prosecuted for violation of the act. It has been held though that such ex- 
penditures are legal. 

To summarize, experience under the Taft-Hartley Act has demonstrated that 
the act has not been a death blow to labor unions, as some have contended. As a 
matter of fact, labor union membership has grown since the passage of the act. 
Furthermore many more charges are being filed against employers than against 
unions.™ In addition, most elections (83 per cent) are being held upon request of 
unions rather than by employers or employees requesting decertification, al- 
though statistics recently released for the fiscal year 1948 show that unions won 
a smaller percentage of elections than previously (71 per cent), which represents a 
continuation of the downward trend since 1943. The number of strikes has de- 
clined considerably too, although how much significance can be placed on these 
figures is debatable, since there are many other factors affecting the number of 
strikes besides the Taft-Hartley Act. Furthermore the following sections are 
favored by many observers: outlawing of coercion on the part of unions, out- 


24The Thirteenth Annual Report of the National Labor Relations Board shows that 
77.3% of the unfair labor practice cases have been filed against employers and only 
22.7% against unions from August 1947 to June 1948 (p. 4). 
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lawing jurisdictional stikes, prohibiting too high initiation fees in union shop con- 
tracts, eliminating certain featherbedding practices, allowing individual workers 
to settle their grievances, requiring a 60-day notice before an ordinary strike 
can be called, and requiring a 140-day restriction before a strike affecting the 
national health or safety can be engaged in. On the other hand, many observers 
would condemn the following provisions of the Taft-Hartley Act: allowing vigi- 
lante groups to engage in practices forbidden to employers, depriving independent 
contractors of the benefits of the law, permitting disestablished company unions 
on the ballot, requiring elections for the union shop, eliminating the cross-check 
as a substitute for election procedure, and requiring board approval rather than 
regional approval before an election can be held. The conclusion arrived at from 
this analysis is that the Taft-Hartley Act in operation has been somewhat bene- 
ficial and somewhat harmful. A new act along lines of a compromise between 
the Wagner Act and the Taft-Hartley Act should provide our country with a 
better labor law than we have yet had. 
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‘CAPITAL FORMATION AND ENTREPRENEURSHIP 
IN THE SOUTH 


W. H. BAUGHN 
Louisiana State University 


The southern region of the United States has been singled out for separate 
study by historians, sociologists, politicians, and economists. Though students 
have not agreed as to wherein its unity lies, most believe that the South is suffi- 
ciently unified and different from other regions to warrant giving it special study. 
The South’s traditionally low levels of income and wealth have served as points 
of departure for many of these studies. 

Even though the spread between income levels in the South and in the nation 
as a whole has been narrowed in recent years, the latest estimates of per capita 
income within the several states! still reveal substantial differences. Average per 
capita incomes for the 11 southeastern? states for 1947 was only about two-thirds 
of the national average of $1,323. Neither Oklahoma nor Texas, usually included 
in the 13 southern states, showed average incomes per person which approached 
the national figure. Average per capita incomes in the southern states varied 
from 50 to 85 per cent of the national average. 

For this apparent paradox—a region with abundant natural resources but 
average incomes lower than those for regions not so blessed with natural factors— 
many explanations may be offered. Apparently the persistently unfavorable posi- 
tion of the South in relative productive power is closely associated with two types 
of regional deficiencies that developed early and have existed throughout the 
South’s history. These are (1) a below average rate of capital accumulation, and 
(2) a continuing scarcity of nonagricultural entrepreneurship. The rate at which 
an area is able to expand its capital resources is definitely a determinant of its 
productive power. Similarly, the amount and quality of entrepreneurial talents 
available within a capitalistic society influence the efficiency with which man- 
made resources, as well as nature’s gifts, are used to satisfy human needs. Through 
their effect upon the manner in which that region’s natural and human resources 
are utilized, these two factors largely determine the economic well-being of a 
region. 

Capital has been defined in numerous ways, depending on the viewpoint of 
those defining the concept and the use to which they put it. If one accepts the 
broader meaning of capital as an accumulated surplus, the determinants of an 
area’s ability to increase its supply of this factor become obvious. In this use of 
the capital concept, the total of an economy’s man-made wealth is synonomous 
with its capital; but this aggregate is divided between goods devoted to produc- 
tion and those represented by consumers’ durables. Theregion’s economic develop- 

1C. F. Schwartz, ‘“Regional Trends in Income Payments,’ Survey of Current Business, 
Sept. 1948, pp. 10-21. 


2 Includes Virginia, North Carolina, South Carolina, Georgia, Florida, Alabama, Missis- 
sippi, Louisiana, Arkansas, Tennessee, and Kentucky. 
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ment is affected by the way in which a region divides its available capital be- 
tween these two alternatives. 

With capital defined in this manner, capital formation becomes a function of 
two variables.’ If, at any specific time, the available capital depends upon the 
past accumulation of assets, the most important influence upon the capital 
quantity will be the ability of the region to save. This ability is directly related 
to the level of regional productivity. Regardless of other factors, if the income 
of an economy barely supports its population, little capital can be accumulated. 
The other variable in the rate of capital growth is the willingness to save, or 
inversely, the propensity to consume. Out of a given income a society must pro- 
vide for minimum necessities; the amount over these minimum requirements that 
the region allocates to consumption rather than to savings is influenced by re- 
gional spending habits. Any differences among regions in their tendency to con- 
sume rather than to save will probably be reflected in their respective rates of 
capital formation. 

A chronological record of capital growth for a given region of the United 
States cannot be developed; even for the nation as a unit this cannot be done, 
although many more social statistics are available for the nation than for its 
separate regions. Any effort at estimating regional wealth is limited by the 
numerous problems encountered in attempting accurately to value a real asset 
after it is produced. If reliable data were available on regional differentials in . 
capital growth, the periods of the South’s history in which it lagged behind the 
national rate of wealth accumulation could be determined. Since information on 
this phase of the past development of the South can never be obtained, con- 
clusions as to the nature and causes of the area’s poorer position must be based 
upon the limited available statistics, and upon the related facts pertaining to its 
economic life. 

The United States Census collected data on property values in the several 
states for each decennium from 1850 to 1900, and in 1904 and 1912. These sta- 
tistics arranged according to regions and reduced to a per capita basis are shown 
in table 1. 

Due to changes in the value of money, errors in valuation, and omissions, these 
figures do not reveal accurate rates of wealth growth. However, since the same 
general discrepancies should characterize the data for all regions, the relative 
status of the South’s wealth, as compared to the nation, may roughly be de- 
termined from the above information. In the two census years before the Civil 
War, per capita wealth in the South amounted to approximately 50 per cent 
more than that of the entire nation. Data collected a half century earlier re- 
vealed an entirely different situation. In 1798 an assessment of wealth* showed 
the southern states to have a per capita amount of only about 67 per cent of 

the national average. By 1814, the differential had almost been eliminated, for 
southern per capita wealth was recorded at 90 per cent of the national average. 
No wealth data are available from 1814 to 1850, but between these years the 


3 After adjustment is made fox capital flows to or from other regions. 
4 Timothy Pitkin, A Statistical View of the United States (New Haven, 1835). 
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South changed positions from below the national average to approximately 50 
per cent above that average. This increase was based upon the rapid expansion 
of the cotton economy, and the productive wealth of the area was represented 
by cotton producing assets. Investment in slaves was included as a component 
of the region’s wealth. 

As the cause of regional poverty, southerners have frequently cited the losses 
resulting from the Civil War and, if one examines the drastic decrease in per 
capita wealth in the southern states between 1860 and 1870, he finds validity 
for that idea. During that decade, the South’s per capita wealth was reduced to 
one-third of its 1860 level.’ This was not a temporary decline in the value of 
assets due to the immobilization of the region’s productive capacity; it was a 
complete disruption of the section’s way of life which resulted in a slow recovery 
of the prewar level of property values. Only after 1900 did per capita wealth 
in the South regain its pre-Civil War money value, and its relative position has 
never been regained. 


TABLE 1 
Per Capita Wealth for the Southern States and the United States, 1850-1912. 
PER CAPITA WEALTH 

YEAR 

Southern States United States 
1850 $ 502 $ 361 
1860 923 605 
1870 309 780 
1880 400 870 
1890 512 1,036 
1900 521 1,165 
1904 587 1,318 
1912 1,187 1,982 


Source: United States Census, 1850-1912. 


The use of the war as an explanation for the South’s economic position for 
a number of years is justified but since, after more than two generations, the 
region still has not regained its former position in the national economy, it must 
be concluded that the structure of the regional economy had fundamental defects. 
Wealth estimates in later years reveal larger per capita differentials between 
the South and the entire nation than those recorded for 1904. It has been es- 
timated* that the nation from 1922 to 1936 had approximately twice as much 
wealth per person as did the southern states. Compared with other geographical 
regions rather than the entire nation, the southern differentials are much greater, 
for the inclusion of the South in the national data pulls those averages down. In 


5 Prior to the Civil War slaves were included as wealth but not as persons, while after the 
war the Negro population was counted as persons but not as property. 

6 Based on computations from estimates of wealth in Studies in Enterprise and Social 
Progress (New York, National Industrial Conference Board, 1939). Per capita data secured 
by use of population figures obtained by interpolation between census years. 
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the last year for which estimates are available, 1936, the South’s per capita prop- 
erty values amounted to $1,282, as compared to $3,182 in the middle Atlantic 
states and $2,299 for the United States. Another estimate of wealth for 1922 
and 1930 gave about the same interregional differentials as those cited above.’ 
Of the total wealth estimated for the southern states, natural resources ac- 
counted for a larger proportion than elsewhere in the eastern United States. In 
1922 only 65 per cent of the South’s total wealth was estimated to be of man- 
made assets, whereas the proportion for New England was 79 per cent and for 
the middle Atlantic states 76 per cent. 

The few statistics available on the subject definitely indicate a slow rate of 
wealth accumulation in the South, especially since the Civil War; also, the in- 
dications are that natural wealth accounts for a larger than normal proportion 
of this area’s total wealth. If it were possible to segregate property by residence 
of the owner, greater differentials would probably result when the average wealth 
owned by southerners was compared to a national average. Available wealth 
figures estimate the value of assets within a state, regardless of the residence 
of the owner. It is generally agreed that more wealth in the South is owned by 
outsiders than wealth outside the South is owned by southerners. The productivity 
of this absentee-owned property may be drained out of the region to add to the 
level of living of other areas, instead of to the South’s. 


The most important explanation of the South’s slow rate of wealth accumu-. 


lation is its low level of per capita income. Since a population must support it- 
self before devoting any of its current production to capital formation, a region 
whose average incomes are below those of other areas will find that, compared 
to other regions, its ability to save is much lower than the ratio of its income to 
that of the other sections. No reliable regional or state income data are available 
for years before World War I, and before that time one cannot accurately estimate 
the difference between the level of income in the South and the remainder of 
the nation. Estimates of income on a per state basis have been computed for 
each year since 1929 by the United States Department of Commerce® while the 
National Bureau of Economic Research published several studies on state in- 
come levels before 1929.'° Jointly, these studies provide data on state income 
differentials for approximately 25 years, during which the estimated average 
income per person in the South ranged from 50 to 70 per cent of the national 
average. Numerous explanations have been cited for this low regional income, 
and one of these has been the scarcity of capital itself. Another emphasizes the 
dependence upon agricultural enterprises and the relative absence of other forms 
of economic activity. The characteristics of the demand for agricultural products 
as contrasted to that for industrial products are such that an area specializing 


7R. R. Doane, The Anatom; of American Wealth, Appendix B. 

8 Ibid., Appendix B. 

® See C. F. Schwartz and R. E. Graham, Jr., ‘State Income Payments in 1946,”? Survey 
of Current Business, Aug. 1947. 

10 QO. W. Knauth, Distribution of Income by States in 1919; and Maurice Levin, Income in 
the Various States. 


a 
| ; 
: 
3 
a 
3 
fe 
: 
+ 
es 
ber 


CAPITAL FORMATION AND ENTREPRENEURSHIP IN SOUTH 165 


in the former and exchanging its surpluses for the industrial surpluses of other 
areas seldom receives equality in the exchange. The real costs involved in the 
production of the agricultural products usually exceed the real costs of the manu- 
factured goods received in exchange. In addition, the rigidity in industrial prices 
and the methods available to the manufacturer for price support have tended 
to add to the disparity between agricultural and industrial price levels, and to 
the differences in regional incomes between areas specializing in these two types 
of economic activity. 

Another possible explanation of the low rates of wealth accumulation in the 
southern states is the difference in spending habits in this area. These differences, 
from a historical standpoint, were of two types. Besides having a tendency to 
spend farther beyond their means than did people in New England and the 
middle Atlantic States, southerners also used a great part of their resources for 
durable consumers’ goods rather than productive equipment. In the antebellum 
period when the South was expanding and cotton was most productive, it ap- 
pears that high earnings were used for fine furniture and expensive homes and 
not for producers’ goods. An exception to this general rule was the investing 
in slaves, as a capital expenditure, of the revenues from cotton; when the slaves 
were freed, even this accumulation was wiped out. This expenditure pattern 
among the higher income groups, the category of income receivers which usually 
is able to contribute most towards capital formation, can be explained in at least 
two ways. First, the pattern of life and social philosophy dictated this use of 
available income. Secondly, no demand, other than for slaves, existed within the 
agricultural economy for capital goods. It is believed that the demand for capital 
goods within an area exerts just as strong an influence on the rate of capital 
growth as does the supply side of the problem. Since farming was a low capital 
intensity enterprise, the region could use its excess earnings for expensive con- 
sumers’ goods. 

Histories of the South contain numerous references to the loose financial 
methods used by the southern planters. Besides using their earned income for 
high living, this class also lived beyond their means so that many were seldom 
out of debt. This high propensity to consume among southern farmers affected 
the later regional spending habits, and by influencing the subsequent population’s 
attitude towards thrift, it has affected the rate of regional capital growth. Whether 
or not there is a tendency in the South for people to spend for consumption, out 
of a given level of income, a greater proportion than is characteristic in other 
sections of the nation cannot be ascertained from available statistics. As far as 
is known, the only comprehensive effort at collecting data covering the income- 
expenditure patterns of large population segments on a regional basis was made 
through a cooperative effort of several agencies of the federal government." In- 

11 Cooperating in the project were the Bureau of Home Economics of the Department 
of Agriculture, the Bureau of Labor Statistics of the Department of Labor, the Works 
Progress Administration, the National Resources Planning Board, and the Central Statisti- 
cal Board. The results of the project were published as United States Department of Agri- 


culture Miscellaneous Publications Nos. 339, 345, 356, 370, 375, 383, 396, 399, 402, 405, 415, 
422, 428, 482, 486, 452, 455, 456, 457, 462, 464, and 465. 
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formation was collected concerning income and expenditures for thousands of 
families, and the results were analyzed by population segments (i.e., small city, 
village, and farm population), as well as by income groups. The limited samples 
available, covering incomes for the years 1935 and 1936, showed some evidence 
that in two of the three population segments people in the South did spend, in 
given income classes, a larger amount for consumption than did residents of other 
regions. These results were shown without any adjustment for interregional cost- 
of-living differentials and, since costs of living are considered lower in the South, 
the possible higher propensities to consume in that area would be accentuated. 
In the small-city population segment, positive savings resulted at lower incomes 
in other regions than in the southern states; after incomes reached the levels 
where savings resulted, southerners showed a tendency towards higher levels of 
consumption and less savings. In the farm segment, only a small proportion of 
the samples for the South fell in income brackets high enough for any positive 
savings. However, for the high southern farm incomes, the proportion spent for 
consumption was significantly higher than that for the same farm income levels 
elsewhere. The data for the village segment of the populated revealed no obvious 
regional differences in expenditure habits. These data are not conclusive evidence 
that the propensity to consume in the South has been different from national 
habits, but if they are correct in revealing a higher than normal pattern of con- 
sumption expenditures, this acts as an additional explanation of the slow regional 
growth in wealth. 

An analysis of entrepreneurship in the South must be confined to the study 
of the results of entrepreneurship in the region, since it is neither possible to 
separate for the entire region the entrepreneurial talents exercised within the 
South by outsiders nor to say what enterprising abilities existed but were un- 
used because of shortages of other productive factors. Any study of the number 
and type of the various business enterprises in the South reveals, as everyone 
is aware, a preponderance of agricultural enterprises and a shortage of manu- 
facturing concerns. According to the 1940 Census, although the South had only 
28 per cent of the national population, it contained 47 per cent of the farm op- 
erators (but only 27 per cent of the value of the nation’s farm lands and buildings) 
and produced 30 per cent of the gross value of the nation’s farm products. Ac- 
cording to any of the commonly accepted criteria of the extent of industry, the 
South’s lag in manufacturing enterprises in 1940 was evident. With its 28 per 
cent of the nation’s people, this area had 16 per cent of the manufacturing firms 
in the country; these firms employed 16 per cent of the nation’s manufacturing 
wage earners, but the South’s wage bill was only 11 per cent of the national total. 
Its industries accounted for approximately 14 per cent of the nation’s manu- 
facturing output. These statistics indicate that upon the basis of population and, 
depending upon the criterion of the extent of industry used for judgment, the 
southern region had about 50 per cent of its quota"? of the nation’s manufactures. 

Entrepreneurial talents in manufacturing in the South have specialized in the 


12 This ‘‘quota’’ concept is used by Harriet Herring in Southern Industry and the Regional 
Development. 
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initial stage of raw materials processing. Out of the 20 broad industrial classes 
defined by the Census, this region in 1940 had its quota (according to proportion 
of national population) of only one, the lumber and basic forest products in- 
dustry. Of the one-half of the industrial classes in which the South had at least 
50 per cent of its quota, a large part were devoted to the first processing of basic 
southern raw materials. The industries of which the section had less than one- 
half its quota were mostly types of activity that employed skilled labor and whose 
value added by manufacture was high. 

In the other forms of business activity, retail and service establishments, the 
southern states rank approximately as expected. The importance of these sec- 
ondary activities within a given area is necessarily limited by the size of regional 
income for which they compete and upon which they depend. Because of the 
nature of these types of business, purchasing power is not, to any substantial 
degree, drawn from outside of the area in which they are located. Their extent 
varies with the primary productive activity of a region. In 1939, the South had 
in the retail field 23 per cent of the nation’s establishments, but these accounted 
for only 18 per cent of total retail sales; the area had 20 per cent of all service 
establishments" in the nation, but only showed 16 per cent of total receipts by 
this type of business. The fact that the southern states had less than their quota 
of retail and service establishments is not evidence of the lack of entrepreneurial 
ability in these lines of endeavor; it is merely an indication of low regional in- 
come. Due to the ease of entry into these fields and to the small amount of special 
talents required for entrance, a sufficient supply of entrepreneurs for these ac- 
tivities will probably be forthcoming as regional income is expanded. 

It is obvious that the primary deficiency in the development of the South’s 
economy has been in the lack of the ability or the lack of the willingness to 
originate industrial activity. The expansion of a specific type of economic ac- 
tivity within an area depends upon the relationship between costs of investment 
in that activity and the prospectiveness of returns from it. Whether or not in- 
vestment actually takes place does not depend as much upon the opportunities 
which exist as upon the existence of a potential entrepreneur who can properly 
evaluate these opportunities and take advantage of them. The South’s natural 
resources and raw materials, its abundant labor supply, and potential market 
may have provided opportunity for industrial establishment for many years. It 
appears that the area’s shortage has been in entrepreneurs who viewed the possi- 
bilities with sufficient expectations for profits to originate business enterprises. 
This low marginal efficiency of capital in prospective industrial enterprises that 
existed in the southern states for many years has numerous explanations. A 
partial explanation for this low prospective yield in manufacturing in the South, 
and for its correspondingly slow regional development, lies in the following fac- 
tors: 

(1) The abundance of resources in the South that made farming easy and 
profitable caused primary attention to be devoted to it to the neglect of indus- 
trial enterprises. Fertile land, a humid and warm climate, and the adaptability 


13 As defined by the Census. 
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of cash crops combined to attract a majority of the South’s people. Continuing 
ease of entry into agriculture has caused it to remain the number one employer 
in the region. 

(2) A philosophy of life which supposedly dominated southern thinking up 
to the Civil War accepted agricultural enterprise and frowned upon “business.” 

(3) The lack of foreign immigration into the South denied the area an im- 
portant source of new ideas that were enjoyed by the remainder of the nation. 
Foreigners contributed many of the new industrial ideas and techniques upon 
which the manufacturing industries of New England and the middle Atlantic 
states were based; these same people hesitated to come to the South because 
of their fear of competition with the Negro slave before the Civil War, or the 
freed Negro after the war. At the same time a nucleus of industrial activity did 
not exist in the area to supply an initial opportunity for these immigrants. 

(4) Lags in educational attainments in the South and the resulting deficiencies 
in training have hindered the development of the traits necessary properly to 
evaluate business opportunity. Although it is not felt that formal education, per 
se, can train entrepreneurs, it can provide some basic characteristics which con- 
tribute to successful entrepreneurship. 

(5) In a region that has been traditionally agricultural, the lack of technical 
skills has limited not only the training of new entrepreneurs but also has acted 
as curbs to the exercise of entrepreneurship by affecting the available supply of 
skilled labor. Regional skills are built up over long periods and the South’s’ 
scarcity lies in its history. 

(6) Regional shortage of capital due to slow capital formation rates has served 
to limit the expansion of industrial activity since industry has a much higher 
capital intensity than agriculture. 

(7) The drain of talent from the South to other areas in search of greater 
economic opportunity has operated in such a manner as to cause many ideas con- 
tributed by native southerners to be given to other regions. At least one available 
study" indicates the possible extent of this out-migration of southern talent. 

(8) The existence within the South of a large proportion of Negro population 
with low purchasing power and limited skills acts as a curb to the region’s eco- 
nomic development. 

(9) The ease of interregional trade between the South and the remainder of 
the nation has had a limiting influence on southern industrial development. The 
early start on eastern industry enabled it, in most cases, to supply the southern 
market with industrial products more effectively than new southern industries 
could do. There was no tariff wall around the southern states after the Civil War 
to give their infant industries the protection from eastern goods that eastern 
manufacturers had demanded two generations before for their new enterprises. 
This ease of trade made effective many techniques, designed by established in- 
dustrial interests in the East, not only to refuse to promote manufacturing in 
the South but to prevent it. Outside areas have always been ready to supply the 


4 Wilson Gee, “The ‘Drag’ of Talent Out of the South,’’ Social Forces, Vol. XV, pp. 
343-350. 
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South with the manufactured products that the southern people need, at 
the price the manufacturer establishes, in exchange for the raw materials that the 
South produced, but at the price the manufacturer strongly influences, if he does 
not establish. 

The rate of economic development in the South has been handicapped by fun- 
damental deficiencies in its rates of capital formation and its supply of non- 
agricultural entrepreneurship. Although the level of economic activity within an 
area is a result of many factors, operating independently and jointly, it appears 
that the deficiencies in these two types of productive resources have been im- 
portant in their effect upon income levels in theSouth. Besides the interdependence 
between these two factors, and regional income, extensive circular interdepend- 
ence exists between the accumulation of these two factors. On the one hand, 
capital growth is a function of regional income, while current income for any 
specific period is dependent upon existing capital. Likewise, income levels deter- 
mine the demand for entrepreneurship through the effect of these income levels 
on the marginal efficiency of capital; conversely, income levels are dependent 
upon the number of entrepreneurs who are available to employ productive fac- 
tors in business activity. At the same time, the interdependence between capital 
growth and entrepreneurial development is important. The availability of capital 
resources and the effect of the supply of capital on the costs involved in the ac- 
quisition of capital act as stimulating or limiting factors in decisions to engage 
in business enterprise. If the rate of investment is determined jointly by the mar- 
ginal efficiency of capital and the cost of securing funds, the capital supply is an 
important influence on the rate of investment because of its influence upon the 
cost of borrowing. At the same time, capital accumulation has been curbed by 
the shortages of given types of enterprising ability in the South. New ideas and 
new businesses play such an important part in economic growth that the level of 
income is dependent upon them. By affecting income levels, the scarcity of non- 


agricultural enterprisers has acted as a limiting factor in regional capital for- 
mation. 


‘ THE APPROPRIATE BARGAINING UNIT 
CONTROVERSY 


FRED WITNEY 
Indiana University 
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Under the original National Labor Relations Act,’ the National Labor Re- 
lations Board discharged two major duties: (1) the prevention of employer un- 
fair labor practices;? and (2) the certification of bargaining agents.* The certifica- 
tion of a collective bargaining agent resulted normally from a representation elec- 
tion. The prerequisite to the election was the establishment of a voting unit 
or the “appropriate bargaining unit.” This paper has a twofold purpose. First, 
to indicate how World War II affected the task of the board in the establish- 
ment of the appropriate bargaining unit. And second, to show how the Labor- 
Management Relations Act, 1947 (Taft-Hartley Act) bears on the appropriate 
bargaining unit problem.® 

Even before World War II the complexity of modern industry made the task 
of designating the appropriate bargaining unit exceedingly difficult. Unlike 
political elections in which voting units are ordinarily clearly defined, voting 
groups for representation elections have no predetermined delineations. There 
are no maps to be used to determine conclusively which group of workers con- 
stitutes an “appropriate bargaining unit” within industrial facilities. To guide 
the NLRB in the administration of its bargaining unit problem, the National 
Labor Relations Act directed the NLRB “‘to decide in each case... the unit 
appropriate for the purposes of collective bargaining.” This duty was to be dis- 
charged in a manner which will “insure to employees the full benefit of their 
right to self-organization and to collective bargaining... .” 


1 Act of July 5, 1935, 49 Stat. 449. Since the popular name for this legislation is the ““Wag- 
ner Act,’”’ the terms National Labor Relations Act and Wagner Act will be used interchange- 
ably. 

2 Tbid., Section 8. 

3 Tbid., Section 9. 

4 Ibid., Section 9(c). In contrast the Labor-Management Relations Act (Taft-Hartley 
Act), Public Law 101, 80th Congress, 1st Session, forbids the NLRB to utilize any device 
other than a secret election to determine whether a union has the support of a majority of 
workers within the bargaining unit. See Section 9(c) (B). Under the Wagner Act, when 
employers and labor organizations agreed, the board made use of paid up union-membership 
cards, affidavits, or petitions. Such proofs of representation were then ordinarily ‘“‘cross- 
checked”’ against the employer’s payroll to determine the majority status of the labor 
organizations. See In the Matter of Armour and Company, 3 NLRB 895 (1937). The ‘“‘cross- 
check”’ method, a technique which frequently proved to be time-saving and money-saving, 
can no longer be employed by the NLRB. 

5 Much has been written pointing up the experience and the problems of the NLRB in 
setting up the appropriate bargaining unit during the prewar years. Perhaps the most pene- 
trating of all these studies is found in: E. B. MeNatt, “‘Appropriate Bargaining Unit Prob- 
lem,” Quarterly Journal of Economics, Nov. 1941, pp. 93-107. 
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Under the Wagner Act the board had full power to set up for the purposes of 
collective bargaining plant-wide units, employer units, craft units, multi-plant 
units, or any subdivision or combination of these units. This broad authority 
constituted the basis for much of the criticism leveled at the board. A labor 
organization currently acting as the bargaining agent in a plant would be ex- 
pected to protest vociferously against the establishment of a unit which might 
result in the weakening of its authority in the plant. An employer may be dis- 
satisfied if the unit is designated in a manner not conforming to his desires. It is 
entirely possible that depending on the scope of the unit an employer may or 
may not be obligated by law to bargain collectively. Labor organizations affil- 
iated with the Congress of Industrial Organizations or the American Federation 
of Labor could be expected to criticize the NLRB whenever these rival organiza- 
tions believe themselves to be treated unfairly. Whether an AFL or a CIO union 
shall act as the bargaining agent in a plant or within an industry can be de- 
termined in large measure by the manner in which the board sets up the bar- 
gaining unit. Many of these considerations remain true even though the Labor- 
Management Relations Act, 19477 (as will be pointed out below) has curtailed 
the power of the board to establish the appropriate bargaining unit. 

To discharge its bargaining unit duties, the board in its early years of op- 
eration established a series of guides to aid it in the designation of the bargaining 
unit. Factors which the board considered in setting up units for collective bar- 
gaining included: (1) the history, extent, and type of organization of the em- 
ployees in a plant; (2) the history of their collective bargaining; (3) the history, 
extent, and type of organization and the collective bargaining of employees in 
other plants of the same employer, or of other employers in the same industry; 
(4) the skill, wages, work, and working conditions of the employee; (5) the desires 
of the employees; (6) the eligibility of the employees for membership in the union 
or unions involved in the proceedings and in other labor organizations; and (7) 
the relationship between the unit or units proposed and the employer’s organi- 
zation, management, and operation of the plant.® 

As might be expected, in a particular case one or more of these factors might 
be controlling, and in another case different factors might be more conclusive. 
The weight of the evidence, however, appears to indicate that the history of 
collective bargaining was given more consideration by the board in the pre- 
World War II years than were the other factors. 


II 


With the conversion of industry to war production, the board modified the 
former importance attached to the historical factor. Thus during the prewar 
years an automobile manufacturer operated two of his plants as independent 
units. One of the plants was organized by an AFL affiliate and the other by a 
CIO union. After the outbreak of the war, the two plants were utilized inter- 


6 Tbid., p. 94 
7 Section 9(b). 
8 National Labor Relations Board, Fourth Annual Report, (1939), p. 83. 
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dependently in the manufacture of shells. As a consequence, the NLRB classified 
both plants as one unit and ordered an election among all the workers.® In dis- 
cussing the wartime importance of the historical guide, the board stated that 
“while bargaining history is relevant and often persuasive in determining the 
appropriate unit .. . in this case we are convinced that it is not conclusive. The 
conversion of the two plants to war production has produced changes so funda- 
mental that the past history of bargaining has become an obsolete yardstick for 
the determination of the appropriate unit.’ 

Similarly the board joined two former separate bargaining units despite the 
objections of one of the unions involved because an ordnance plant and an ord- 
nance depot were merged.!! On another occasion the NLRB ordered the consoli- 
dation of former craft units notwithstanding a long prewar history of collective 
bargaining on the basis of separate units.!* Before the war the company involved 
in this case manufactured stoves, but when it converted to war production the 
character of its product changed to iron and magnesium castings. Though the 
separate craft units were appropriate during peacetime, the board ruled that effec- 
tive collective bargaining could only be realized by determination of a plant- 
wide unit. Aware of the changed character of the employer’s products, the board 
declared that ‘the past history of bargaining cannot be considered as con- 
trolling in the determination of the appropriate unit.” 

Though craft units were sometimes merged because of wartime exigencies, the 
NLRB, departing somewhat from traditional policy, allowed war production 
craft employees a greater measure of freedom in the choice of bargaining agents. 
For many years the NLRB had held that craft workers, once included in a larger 
industrial unit, would be frozen indefinitely in the industrial classification.“ 
Abandoning this rule, the board, in a wartime case, decided that it would enter- 
tain a representation petition from craft members included in a larger industrial 
unit when it could be shown that (1) the craft employees involved constituted a 
true craft and not a mere dissident faction; and (2) the craft members maintained 
their identity throughout the period of bargaining upon a more comprehensive 
unit and protested their inclusion in such a larger bargaining unit." When craft 
members were able to satisfy these prerequisites, the board was prepared to 
authorize an election to determine whether the craft workers desired a separate 
unit or whether they chose to remain in the industrial unit.4* Moreover, if craft 


® In the Matter of General Motors Corporation, 45 NLRB 11 (1942). 

 Ibid., p. 14. 

11 In the Matter of Atlas Powder Company, 62 NLRB 1179 (1945). 

12 In the Matter of Marshall Stove Company, 57 NLRB 375 (1944). 

13 [bid., p. 379. 

14 In the Matter of West Coast Wood Preserving Company, 15 NLRB 1 (1939). 

15 In the Matter of General Electric Company, 58 NLRB 57 (1944). 

16 The policy established by the board in the General Electric Company case differs from the 
“globe doctrine.”” Under the terms of the latter rule, the board affords craft members the 
opportunity to decide whether or not they desire to be included in a larger unit before any 
bargaining unit is established. See In the Matter of Globe Machine and Stamping Company, 
3 NLRB 294 (1937). On the other hand, the General Electric policy permits designation of a 
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employees could show that the industrial unit was established without their 
knowledge’, or that there was no previous consideration of the merits of a sepa- 
rate craft unit'*, the board ruled that a self-determination election would be di- 
rected. Accordingly, the board authorized an election among a group of metal 
polishers, formerly classified in a comprehensive unit, when the craft members 
proved they constituted a ‘true’ craft and had protested their inclusion in the 
larger unit.1® Pressmen also were permitted to express their bargaining desires 
in a self-determination election despite the fact that they were formerly included 
in an industrial unit®®. In the light of this wartime policy, one might question 
the validity of long-standing AFL complaint that the NLRB is prejudiced against 
the craft unit.”! 

After the termination of the war the board again limited the importance of 
the history of collective bargaining in the determination of bargaining units. 
While engaged in war production, a company’s foundry workers and manufac- 
turing employees had distinct and dissimilar duties. Consequently in a wartime 
case the NLRB classified the two categories of workers into separate bargaining 
units. With the reconversion to peacetime activities, the company undertook the 
production of castings and household equipment, and both the foundry and the 
manufacturing departments were integrated in the production of these peace- 
time products. Accordingly the NLRB subsequently grouped all the plant’s em- 
ployees into a single bargaining unit.” Thus in the postwar period, as well as in 
the war years, the board modified the former weight attached to the history of 
collective bargaining. A contrary policy might have resulted in the establish- 
ment of bargaining units not suitable to changing industrial patterns. 


Il 


Under conditions of a stable labor force, the NLRB is faced with no great: 
problem with respect to the time at which it will designate bargaining units and 
certify labor organizations. But the time element becomes more important under 
circumstances of industrial and personnel expansion. To meet the demands of 
war production, existing industrial facilities increased their personnel forces and 
newly created war plants were required to recruit entire staffs. Such a circum- 


craft unit after the craft members had been previously classified in an industrial unit. As 
will be indicated below the essential features of these ‘‘craft’’ decisions of the NLRB are 
embodied in the Taft-Hartley Act. 

17 In the Matter of Sullivan Machinery Company, 31 NLRB 749 (1941). 

18 In the Matter of Bethlehem Steel Company, 40 NLRB 923 (1942). 

19 In the Matter of Bal-Crank, Inc., 66 NLRB 600 (1946). 

20 In the Matter of Standard Register Company, 67 NLRB 322 (1946). 

21 Despite this extension of the ‘‘globe doctrine’’ the AFL in its 1944 convention again 
denounced the NLRB charging that the board functions in the interest of the CIO. See “AFL 
Bids Again for Labor Unity,” Labor Relations Reporter, Dec. 4, 1944, p. 395. For an evalua- 
tion of this long-standing charge of the AFL, see R.R.R. Brooks, Unions of Their Own Choos- 
ing, pp. 140-155. 

22 In the Matter of Portland Foundry Company, 64 NLRB 1342 (1945). See also In the Mat- 
ter of Anchor Hocking Glass Corporation, 66 NLRB 553 (1946). 
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stance complicated the board’s certification procedure. For example, one might 
assume that a newly constructed war plant has begun to hire its personnel com- 
plement. Clearly, if the board had conducted a representation election when only 
a small portion of the plant’s workers had been recruited, the results of the poll 
might be quite different from an election conducted among the plant’s full work- 
ing force. On the other hand, if the board waited until the plant had hired a 
full complement of workers, the currently employed workers might have been 
unfairly deprived of their rights under the Wagner Act. Such was the dilemma 
in which the board was placed. It was statutorily enjoined to preserve the prin- 
ciple of majority rule, but still the board could not fairly deprive the employed 
workers within an expanding unit of their legal bargaining rights for an unduly 
protracted period. 

To resolve the problem, the board ruled that it would certify a bargaining 
agent when 50 per cent or more of the contemplated working force had been 
hired, or when a “substantial number” of the total staff had been employed.” 
Accordingly the board often dismissed certification petitions until it could be 
shown that the company involved had already employed at least 50 per cent 
of its expected total personnel.‘ On the other hand, when it could be shown that 
a “substantial number” of the prospective labor force had already been em- 
ployed, the board certified labor organizations, regardless of whether the num- 
ber actually working constituted 50 per cent of the expected staff. In one such 
instance the board entertained a certification petition even though only 454 — 
workers had been hired of a contemplated staff of 2000.% Similarly the NLRB 
directed a representation election in another case even though only 1284 workers 
had been employed of an expected full force of 3195.%* In ordering the election, 
the board noted that the workers currently employed, though less than 50 per 
cent of the prospective staff, constituted a “substantial number’’ of employees, 
and declared that it saw “‘no reason why they should be deprived at the present 
time of the benefits of collective bargaining.”””’ 

One important qualification, however, was attached to certifications issued 
when less than 50 per cent of the contemplated staff had been employed. In those 
cases the board ruled that it would entertain another representation petition 
within six months after the original certification.?* Ordinarily the board will not 
disturb a certification until one year has elapsed.” In these instances, however, 


23 In the Matter of Aluminum Company of America, 52 NLRB 1040 (1943). 

24 National Labor Relations Board, Seventh Annual Report, (1942), p. 56. 

25In the Matter of Westinghouse Electric and Manufacturing Company, 38 NLRB 404 
(1942). 

% See supra, In the Matter of Aluminum Company of America, p. 1044. 

27 Tbid., p. 1046. 

28 Tbid., p. 1047. 

29 In the Matter of Minneapolis-Moline Power Implement Company, 14 NLRB 920 (1939). 
In commenting on this established policy, the board declared: ‘‘In general it has long been 
the Board’s practice to dismiss a representation petition where substantially less than a 
year has elapsed since bargaining relations were established by the designation of an exclu- 
sive bargaining agent. . .”” National Labor Relations Board, Eighth Annual Report, (1943), 
p. 46. It is noteworthy that the Taft-Hartley Act reflects, but makes more rigid, this board 
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the NLRB believed departure from the “one-year rule” was warranted so that 
the principle of majority rule might be effectuated. On the other hand, where at 


least 50 per cent of the expected force had been hired, the board refused to dis- 
turb a certification for the customary one-year period.* 


Iv 


After the termination of the war, industry began reconverting to peacetime 
production. In many instances this switch in production resulted in disturbed 
industrial conditions. For a period of several months some companies’ postwar 
industrial activities were uncertain. In addition, the change to peacetime pur- 
suits often entailed an inactive period during which plants were retooled and 
otherwise prepared for civilian production. Under these conditions the size and 
composition of personnel staffs were frequently rendered indeterminate. 

Recognizing this state of confusion, the NLRB refused to proceed with the 
determination of bargaining representatives where conversion from war to peace- 
time industrial operations had disrupted the bargaining unit to the extent of 
rendering collective bargaining temporarily impracticable." This situation arose 
in one case where a plant was to cease operations within a few weeks after a 
union had filed a representation petition. In denying the union’s certification 
request, the NLRB stated that “inasmuch as the plant petitioned for herein is 
to cease operations permanently within several weeks, and the employees work- 
ing therein are to lose their identity as a separate unit, we conclude that no use- 
ful purpose would be served by directing an election. . . .’’** Similarly a labor 
organization’s petition for a representation election was denied when the em- 
ployees of a plant did not adequately represent the size and composition of the - 
force to be utilized in peacetime operations.* Neither did the board permit war 
production employees temporarily laid off because of reconversion and not skilled 
in the manufacture of the plant’s peacetime products to vote in representation 
elections. 

On the other hand, the NLRB refused to sustain the “disruption of produc- 
tion’”’ argument where the contention was advanced to forestall certification of 
bargaining representatives. In one such case the board found no reason to post- 
pone a representation election merely because a company reduced its working 
force after the end of hostilities.* The NLRB pointed out that the change in 


policy: ‘‘No election shall be conducted pursuant to this subsection in any bargaining unit 
or any subdivision within which, in the preceding twelve-month period, a valid election shall 
have been held.’’ Labor-Management Relations Act, 1947, Section 9(e)(3). Since the Taft- 
Hartley Act provision is not flexible, the board, had the new law been in effect during World 
War II, would have been unable to order a representation election six months after certifi- 
cation of a union. 

% National Labor Relations Board, Zighth Annual Report, (1948), p. 45. 

31 In the Matter of Armour & Company, 62 NLRB 1194 (1945). 

82 Tbid., p. 1196. 

33 See In the Matter of Harnischfeger Corporation, 66 NLRB 252 (1946). 

34 In the Matter of Crosley Corporation, 66 NLRB 349 (1946). 

35 In the Matter of Reliable Nut Company, 63 NLRB 357 (1945). 
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this company’s operations “involves no material change in the appropriate unit, 
but only a reduction in its size.** Similarly the fact that a company contended 
that it was to cease operations four months after the representation hearings did 
not constitute a sufficient basis to preclude a bargaining election.*” To protect 
the bargaining rights of employees, the board ruled in this case that the effects 
of the termination of the war had to be present at the time of the representation 
hearings. Mere future contemplation of the effects were not sufficient ground for 
postponement of certification proceedings. In other cases employers’ predictions 
of contemplated consequences of reconversion likewise did not preclude repre- 
sentation elections.** Thus the board postponed representation proceedings only 
in those cases in which the termination of the war caused an actual and a ma- 
terial disruption of the bargaining unit. 


Vv 


The board during the war years was required to decide whether special cate- 
gories of wartime employees were to be included in bargaining units. One such 
case involved workers hired after the conversion of industry to wartime produc- 
tion. Some employers contended that these employees should not be included 
within the bargaining unit because their services would not be required once 
industry reconverted to peacetime activities. In addition, it was urged that work- 
ers employed during the war period were “temporary employees,” and as such 
had no standing under the terms of the Wagner Act. Rejecting this argument, 
the board ruled that new and old workers were equally entitled to the protection 
of the act.*® A contrary interpretation would have probably deprived millions 
of wartime employees of the benefits afforded by the National Labor Rela- 
tions Act. 

Despite employer objections, the NLRB ruled that instructors employed to 
train groups of new wartime employees were to be included in the same unit as 
production workers.*° In another case a group of instructors hired to train Army 
and Navy personnel in the operation of war equipment manufactured by a com- 
pany constituted a unit appropriate for the purposes of collective bargaining. 
Even though these instructors performed their duties in a camp geographically 
separated from the rest of the company’s plant, the board found that the em- 
ployees could properly constitute a bargaining unit.*' Notwithstanding another 
company’s desire to have a group of nurses included in a production employees’ 
bargaining unit, the NLRB classified them into a separate unit on the ground 
that the nurses constituted a well-defined professional group with interests and 
conditions of work dissimilar from the production workers.” 


36 Tbid., p. 360. 

37 In the Matter of Edison General Electric Appliance Company, 63 NLRB 968 (1945). 

38 In the Matter of Underwood Machinery Company, 59 NLRB 42 (1945). In the Matter 
of General Bronze Corporation, 60 NLRB 1098 (1945). 

39 In the Matter of Rolbal Corporation, 41 NLRB 907 (1942). 

4 In the Matter of General Steel Castings Corporation, 41 NLRB 350 (1942). 

41 In the Matter of Consolidated Aircraft Corporation, 45 NLRB 1155 (1942). 

42 In the Matter of Hudson Motor Car Company, 45 NLRB 55 (1942). 


4 
aly 
a 
4 
& 
4 


APPROPRIATE BARGAINING UNIT CONTROVERSY 177 


vI 


Another important wartime appropriate bargaining unit problem of the 
National Labor Relations Board involved the extent to which the tribunal 
would afford the protection of the Wagner Act to foremen. As a result of wartime 
conditions, the forces underlying the foreman’s trade union movement were 
given impetus.“ In June, 1945 the Foreman’s Association of America, a labor 
organization composed of foremen, reported a peak membership of 32,257.“ 
The major contract executed by the Foreman’s Association of America covered 
foremen employed by the Ford Motor Car Company. Other collective bargaining 
agreements were executed with the following companies: United Stove of Ypsi- 
lanti, Michigan; Baldwin Rubber of Pontiac, Michigan; General Ceramics and 
Steatite Corporation of Keasbey, New Jersey; Lever Brothers of Hammond, 
Indiana; Nicholson Transit Company of Detroit, Michigan; and Consolidated 
Paper Company of Monroe, Michigan.* 

Current events have demonstrated that the chief reason for the rapid growth 
of the foreman’s labor movement during World War II was the legal protection 
which the NLRB made available to foremen. After shifting its position twice,“ 
the NLRB finally decided the celebrated Packard Motor Car Company case and 
held that the protection afforded by the National Labor Relations Act would 
be available to labor organizations composed of foremen.‘? About a year later 
the board further ruled that a foreman’s labor organization associated with a 
parent union which represented production and maintenance workers could 
bargain under the protection of the Wagner Act.** While the board established 
these policies the agency held that foremen must be classified in separate bar- 
gaining units, and could not be grouped in a bargaining unit which included rank 
and file workers. 

In later cases involving the application of the Wagner Act to foremen the 
NLRB held that (1) foremen of unequal rank and authority may be included in 
the same bargaining unit;*® and (2) the protection of the board was available to 
supervisors whose tasks involve a high degree of responsibility and discretion.®° 


43 “Report and Recommendations of the Panel,’”’ War Labor Reports, v. 26, p. 666. A panel 
headed by Professor Sumner Slichter was established by the National War Labor Board to 
determine the economic causes of foremen labor organizations and to make recommenda- 
tions with respect to the problem. The panel conducted a most thorough analysis of the 
issues involved, and its report will stand as a significant contribution to economic literature. 

44 Monthly Labor Review, Feb. 1946, p. 242. 

45 Carl Cabe, Foremen’s Unions, University of Illinois Bulletin, Bulletin Series Number 
65, (1947), p. 37. 

46 The NLRB in 1942 first held that the protection of the Wagner Act was available to fore- 
men. In the Matter of Union Collieries Coal Company, 41 NLRB 961 (1942). This position 
was reversed in 1943 in the famous Maryland Drydock decision (49 NLRB 733) in which the 
NLRB ruled that its protection was no longer available to foremen. 

47 In the matter of Packard Motor Car Company, 61 NLRB 4, Mar. 26, 1945. 

48 In the Matter of Jones and Laughlin, 66 NLRB 386, Mar. 7, 1946. 

49 See In the Matter of Midland Steel Products Company, 65 NLRB 997 (1946). 

8 In the Matter of L. A. Young Spring & Wire Corporation, 65 NLRB 298 (1946). In this 
extremely important case, the NLRB declared: ‘‘. . .we do not believe that the application 
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In other words the application of the Wagner Act was not to be limited to those 
supervisors occupying the lower strata of the managerial hierarchy. 

On March 10, 1947, the Supreme Court of the United States held that a fore- 
man’s union, not affilated with a rank and file labor organization, may bargain 
under the protection of the National Labor Relations Act." The high Court was 
not able to decide whether or not a foreman’s labor organization affiliated with a 
rank and file organization could expect legal protection of the right to collective 
bargaining, for the Taft-Hartley Act was enacted before the Court had an 
opportunity to deal with the matter. The new labor law effectively removes fore- 
men from the jurisdiction of the NLRB and denies to them all legal protection 
of the right to collective bargaining.” 

The foreman’s labor union movement rapidly felt the effects of the Taft-Hart- 
ley Act. Although the new labor law does not outlaw foreman’s labor organiza- 
tions, the removal of legal protection has seriously impaired the effectiveness 
and the growth of the movement. The collective bargaining agreement executed 
by the Foreman’s Association of America covering the supervisors of the Ford 
Motor Company was terminated after the labor organization lost a 47-day strike. 
Mainly as a result of its conflict with the Ford Motor Company the membership 
of the Foreman’s Association of America has declined to a reported 10,000." 

For purposes of the Taft-Hartley Act an employee is a foreman, and hence 
excluded from the jurisdiction of the NLRB, when he has the authority “to 
hire, transfer, to suspend, lay-off, recall, promote, discharge, assign, reward, or 
disciplize other employees, or responsibility to direct them, or to adjust their 
grievances, or effectively to recommend such action.’”* No great problem con- 
fronts the board in deciding that a worker is a foreman when he falls squarely 


of the Act to foremen can or arbitrarily should be made to depend upon the type of industry 
involved, whether mass production or non-mass production, or upon the variation in the 
duties and responsibilities of foremen from company to company.” 

51 67 S. Ct. 789. 

52 Labor-Management Relations Act, 1947, Section 2(3). On August 16, 1948, the U. S. 
Circuit Court of Appeals in Cincinnati held that the foreman sections of the Taft-Hartley 
Act are constitutional. The Circuit Court declared ‘‘it is clear that Congress intended by 
the enactment of the Labor-Management Relations Act that employers be free in the future 
to discharge supervisors for joining a union, and to interfere with their union activities.” 
This decision means that employers are under no legal obligation to bargain with foreman’s 
labor organizations, and that employers may lawfully discriminate against foremen be- 
cause of their participation in union activities. NLRB v. Budd Mfg. Co., U. 8. Circuit 
Court of Appeals, Sixth Circuit (Cincinnati), No. 10259. The Foreman’s Association of 
America apperled this decision to the Supreme Court of the United States, but on January 
10, 1949, the high Court sustained the decision of the Circuit Court of Appeals. Foreman’s 
Association of America, v. Edward G. Budd Manufacturing Company, 3385 U.S. 908 (1949). 
The constitutional question now settled, foremen are stripped of all legal protection to 
their right to collective bargaining. Only Congress can restore to foremen the opportunity 
to bargain collectively under the protection of the NLRB. 

53 From correspondence with the Foreman’s Association of America contained in a letter 
dated October 21, 1948, signed by T. Bonaventura, Secretary-Treasurer. 

54 Section 2(11). 
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within the scope of the definition. The task is more complex in marginal cases 
where a worker does not fit directly within the foreman category and yet whose 
duties in the plant resemble those mentioned in the definition of the Taft- 
Hartley Act. 

In a series of cases the NLRB has established the principle that inspectors and 
time and motion study men are not foremen within the meaning of the Labor- 
Management Relations Act, 1947.* In contrast the board held that “section men” 
are foremen and hence excluded from the coverage of the new labor law.* In a 
case involving “section men” the facts indicate that these employees have no 
authority to recommend effectively hiring, discharging, or the disciplining of 
other workers. The “section men” in this matter (1) kept machinery in good 
working order; (2) reported violations of company rules to higher echelons of 
management; (3) made only temporary changes in employees’ jobs; and (4) 
made final decisions on production problems brought to their attention by other 
workers. 

Other employees deemed by the board to fall within the foreman category in- 
clude telephone company supervisors who direct the work of subordinates and 
recommend changes in their status;5’ engineers who supervise and direct the ac- 
tivities of workers and have the authority to recommend disciplinary action and 
merit increases;** “‘second millers’”’ and floor foremen who direct the work of em- 
ployees receiving lower wages even though they do not have the authority to rec- 
ommend effectively hiring and discharging;*® and watch engineers who are the 
sole persons in authority in a particular department during week end and night 
shifts and who exercise a degree of authority in the performance of their super- 
visory duties.®° 

Workers who exercise some authority in the plant, but who are excluded from 
the foreman classification, according to the NLRB, include a floorwalker in a 
department store where his assignment of employees from one department to 
another and his recommendations involving discipline of employees are subject to 
the superintendent’s independent judgment ;*! water tenders who exercise some 
authority over other empioyees but whose supervisory duties are merely routine 
in nature; and a coordinator of utilities who receives his orders from the chief 
field engineer, and who does not exercise direct authority over workers in the 
performance of their work. 

The problem of the scope of the foreman category will be resolved by the 
NLRB on a case-by-case basis. If the board expands the definition of foremen 


55 In the Matter of Worthington Pump & Machinery Company, 75 NLRB 678 (1947); and 
In the Matter of Clayton Mark and Company, 76 NLRB No. 33 (1948). 

56 In the Matter of Morowebb Cotton Mills Co., 75 NLRB 987 (1948). 

57 In the Matter of Inter-Mountain, 79 NLRB No. 96 (1948). 

58 In the Matter of Conant Ball Company, 78 NLRB No. 122 (1948). 

59 In the Matter of Flour Mills of America, 78 NLRB No. 41 (1948). 

® In the Matter of Indianapolis Water Company, 78 NLRB No. 51 (1948). 

61 In the Matter of J. M. High Company, 78 NLRB No. 120 (1948). 

62 In the Matter of American Sugar Company, 78 NLRB No. 6 (1948). 

63 In the Matter of George A. Fuller Company, 78 NLRB No. 34 (1948). 
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to embrace a wide variety of workers who exercise minor authority in the plant, 
a considerable number of workers will lose protection in their collective bar- 
gaining activities. Not only will these workers be denied the right to obtain 
certifications for collective bargaining purposes from the NLRB but employers 
may lawfully discriminate against them because of union activities. For ex- 
ample, the NLRB may not order the reinstatement of a foreman discharged be- 
cause of his participation in union activities. In the light of these considerations, 
it appears appropriate that the NLRB limit the foreman classification to work- 
ers exercising a considerable amount of authority in American industry. 

The board has apparently adopted a policy to expand the concept of foreman 
so as to include marginal groups of employees. The case involving “‘section men” 
indicated above highlights this proposition. In a more recent case the NLRB 
ruled that a group of “leading men” employed in a dry-dock and repair company 
are foremen and hence excluded from the jurisdiction of the NLRB.® The board 
in setting up a dangerous precedent conceded that the “leading men,’’ whose pri- 
mary duty apparently consists of demonstrating work techniques to other work- 
ers, “have no authority to discipline or discharge men.” They are foremen, 
according to the NLRB, for “the employer relies on their recommendations.” 


Vil 


During World War II every plant of any significance employed a plant protec- 
tion force. Before Pearl Harbor plant security employees were ordinarily under - 
the direct control of private employers. However, when the United States en- 
tered the war approximately 200,000 plant guards throughout the country be- 
came members of the civilian auxiliary to the military police.* Many plant 
guards, of the militarized and nonmilitarized categories, desired to organize and 
bargain collectively under the protection of the National Labor Relations Board. 
Some employers, however, vigorously contended that plant guards had no stand- 
ing under the Wagner Act. In general employers argued that all guards were not 
“employees” within the meaning of the Wagner Act because of the nature of 
their duties.67 Thus the NLRB was compelled to decide whether plant guards, 
both militarized and nonmilitarized varieties, could form appropriate units under 
the Wagner Act for collective bargaining purposes. It is reported that “few single 
questions have been contested in NLRB proceedings more often during 
(World War IT) than union organization of plant guards.’”** 

In a series of decisions, the NLRB held that plant guards, similar to produc- 
tion and maintenance workers, enjoyed full protection of the National Labor 
Relations Act. Not only did the board hold that nonmilitarized guards could 
select bargaining agents which did not represent production workers, but the 


6 See supra, footnote 52. 


65 In the Matter of Merril-Stevens Dry Dock & Repair Company, 79 NLRB No. 117 (1948). 

66 Hearings before the Committee on the Judiciary, U. S. Senate, 78th Cong., 1st Sess., on 
S. 1227, p. 19. 

87 See In the Matter of Phelps Dodge Copper Products Corporation, 41 NLRB 978 (1942). 

68 Labor Relations Reporter (Supplement), Jan. 1, 1945, v. 15, p. 4. 

69 In the Matter of Yellow Truck and Coach Manufacturing Company, 39 NLRB 14 (1942). 
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NLBB also ruled that a plant guard’s (nonmilitarized) union constituted an 
appropriate bargaining unit even though the union was affiliated with a produc- 
tion worker’s union.” 

Principles established by the NLRB for the organization problem of nonmili- 
tarized guards remained in force for guards who became members of the civilian 
auxiliary to the military police. Militarized guards’ unions affiliated with pro- 
duction workers’ labor organizations received as much protection from the 
Wagner Act as did independent militarized plant protection unions. In a case in 
which the NLRB held that a production workers’ labor organization could 
properly represent a unit of militarized guards, the board declared: “freedom to 
choose a bargaining agent includes the right to select a representative which 
has been chosen to represent the employees of the employer in a different bar- 
gaining unit.” 

Though full protection of the Wagner Act was available to plant guards 
during World War II, the board classified plant protection employees in units 
separate from those which included rank and file workers.” This distinction was 
deemed necessary because of the difference in functions of plant guards and pro- 
duction workers. Beyond this limitation, security employees, classified in sepa- 
rate units, were afforded the opportunity to choose any bargaining agent as their 
representative. Thus, a number of militarized plant protection employees of the 
Chrysler Corporation selected the United Automobile Workers of America as 
their bargaining agent.” 

The Supreme Court of the United States upheld the rulings of the National 
Labor Relations Board. On May 19, 1947, the high Court held that the provi- 
sions of the National Labor Relations Act were applicable to the collective bar- 
gaining activities of plant-protection employees.” The decisions of the Supreme 
Court established that plant-protection employees, whether or not militarized or 
deputized,” may form labor organizations and bargain collectively under pro- 
tection of the National Labor Relations Act. The Court held that plant guards, 
classified in separate bargaining units, could select production and maintenance 
employees’ labor organizations as their bargaining agent. In commenting on this 
important issue, the Court declared that to prevent guards “from choosing a 
union which also represents production and maintenance employees is to make 
the collective bargaining rights of guards distinctly second class.” 


7” See supra In the Matter of Phelps Dodge Copper Products Corporation. 

71 In the Matter of Chrysler Corporation, 44 NLRB 886 (1942). 

72 See supra In the Matter of Phelps Dodge Copper Products Corporation in which the 
NLRB refused to place nonmilitarized plant guards into the same unit with production 
workers; and In the Matter of United States Electrical Motors, Inc., 45 NLRB 298 (1942), 
where NLRB applied the same principle to militarized guards. 

73 See supra In the Matter of Chrysler Corporation. 

74 See NLRB »v. Atkins & Co. Supreme Court of the United States, No. 419, May 19, 1947. 
NLRB ». Jones and Laughlin, Supreme Court of the United States, No. 418, May 19, 1947. 

75 In the Jones and Laughlin case the facts revealed that a group of plant guards were depu- 
tized by the police authorities of Cleveland, Ohio. This feature of deputization did not, 
according to Supreme Court, preclude the application of the Wagner Act to the plant guards. 
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The Supreme Court decisions were announced while a joint congressional com- 
mittee was considering the Labor-Management Relations Act, 1947, and directed 
immediate attention to the status of plant-protection employees. When the con- 
ference committee returned the bill to Congress, a provision was included which 
prevents the full application of the protective features of the Taft-Hartley Act to 
plant guards. Under the terms of the new labor law, any union of plant guards 
affiliated with a rank and file organization may not be certified by the NLRB.” 
Thus the Taft-Hartley Act nullifies that decision of the Supreme Court which 
held that the NLRB could properly certify a single labor union as the appro- 
priate bargaining agent for both plant guards and production workers. 

In administering the plant guard section of the Taft-Hartley Act, the board 
has adopted a very literal interpretation. Shortly following the passage of the 
new labor law, the American Federation of Labor chartered a union to represent 
plant guards and no other workers. But the NLRB refused to certify the plant 
guard’s union on the ground that it was affiliated with the American Federation 
of Labor, a parent body which is composed of production and maintenance 
worker’s international unions.” 

The meaning of this decision for plant guard’s unions is rather clear. To 
qualify for a certification of the NLRB, a labor organization of plant-protection 
employees must have no affiliation or connection with labor unions admitting 
to membership production and maintenance workers. As a result it can be ex- 
pected that the growth and the effectiveness of plant guard’s unions will be 
limited. Denied the privilege of anchoring their unions to established production 
workers’ labor organizations, plant guard’s unions must weather the sometimes 
stormy seas of industrial relations unaided. 

In a recent decision, the board expanded considerably the application of the 
definition of plant guards as contained in the Taft-Hartley Act. Thus the board 
held in the C. V. Hill case® that watchmen are guards within the meaning of the 
act regardless of whether they are armed, uniformed, or deputized. In this case 
the watchmen were hourly rated employees and wore the same badges as other 
employees. The effect of this ruling is to deprive the benefits of collective bar- 
gaining to a sizeable group of employees. Only one qualification was made by the 
board with respect to watchmen. The board has directed that watchmen can 
be included in production and maintenance worker’s units if not more than 50 
per cent of the time is devoted to watchman duties.” 


Satisfying the long-standing complaint that the NLRB has discriminated 
against craft unions in favor of industrial unions,*®° the Taft Hartley Act grants 
a larger measure of freedom to craft workers in the selection of bargaining agents. 


76 Labor-Management Relations Act, 1947, Section 9 (b) (3). 

77 In the Matter of Schenley Distilleries Inc., 77 NLRB No. 80 (1948). 

78 In the Matter of C. V. Hill, 76 NLRB No. 24 (1948). 

79 In the Matter of Steelweld Equipment Company, 76 NLRB No. 116 (1948). 
8 See supra, footnote 21. 
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The new labor law provides that the NLRB shall not “decide that any craft unit 
is inappropriate for such purposes on the ground that a different unit has been 
established by a prior Board determination, unless a majority of the employees in 
the proposed craft unit vote against separate representation.”* This provision 
reflects a policy of the board established during World War II. Elsewhere it has 
been indicated that in 1944, the NLRB held that under certain conditions a 
group of craft workers previously included within an industrial unit could vote 
in an election to determine whether or not they desired separate representation.™ 
Consideration was also given to the standards which the board has utilized to de- 
cide whether a craft-election will be ordered. These standards are equally ap- 
plicable at the present time, for the policies of the NLRB established under 
the Wagner Act remain fully in force unless they conflict with provisions of the 
new labor law. 

An additional important standard, however, has been established recently by 
the NLRB. In the spring of 1948, the board refused to permit a group of brick- 
layers employed in a steel mill to vote in a craft election on the ground that 
their work is closely integrated in the process of the production of steel. As 
a result the bricklayers did not receive the opportunity to decide whether or not 
they wanted separate representation, for the effect of the board’s decision is to 
freeze the bricklayers in the industrial unit. This decision underscores the fact 
that the board has the discretion to decide under what conditions a group of 
craft workers will be permitted to vote on the question of separate representa- 
tion. The new labor law merely provides that the NLRB may not deprive craft 
workers previously included in an industrial unit the opportunity to vote in a 
craft election on the sole ground that the employees were classified in an indus- 
trial unit. Where the board finds other reasons to deny the election (as in the 
bricklayer case) a craft election will not be directed merely on the ground that the 
craft workers were previously grouped in an industrial unit. 

Upon other occasions the board has permitted workers, previously included 
within an industrial unit, to vote in special craft elections. In one case the 
NLRB directed a craft election for a group of electricians employed in a West 
Coast aircraft plant.“ This case underscores the fact that though a group of 
workers belonging to a specific craft may be denied the opportunity to vote in a 
craft election, the NLRB under other different circumstances may permit other 
workers belonging to the same craft to vote in such elections. Above it was noted 
that the NLRB denied to a group of electricians employed in a locomotive works 

81 Labor-Management Relations Act, 1947, Section 9(b)(2). 

82 See supra, footnote 16. 

83 In the Matter of National Tube Company, 76 NLRB No. 169 (1948). The board again used 
the ‘integrated production process” criteria to deny a craft election to a group of electri- 
cians employed in a locomotive works. It was held that the work of the electricians is so 
closely linked with the productive process that a craft election was not warranted. In the 
Matter of Baldwin Locomotive Works, 76 NLRB No. 124 (1948). The same principle was 
applied to deny a craft election to a group of loomfixers employed in a cotton mill. In the 
Matter of New Bedford Cotton Manufacturers’ Association, 78 NLRB No. 40, (1948). 

84 In the Matter of McDonnell Aircraft, 79 NLRB No. 136 (1948). 
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the privilege of voting in a self-determination election.* In sharp contrast to 
that ruling, we note here that the opportunity was made available to a group of 
electricians employed in an aircraft plant. The election was directed in the air- 
craft plant case on the ground that the electricians (a) performed highly skilled 
work; (b) engaged in no duties other than electrical work; and (c) worked under 
special supervision. These standards are additional indications relating to the 
circumstances under which the NLRB will direct a craft election. 

Upon another occasion the board directed a self-determination election in part 
because the craft workers involved (machinists and millrights) underwent a four- 
year training period before obtaining journeymen status.** In cases in which craft 
elections were ordered, the board refused to heed people opposing the elections 
who argued that: (1) the employer as well as the industrial union involved ob- 
jected to the election; and (2) the industrial union had bargained for the craft 
workers for periods as long as 10 years.** 

The wisdom employed by the NLRB in the utilization of its power to direct 
craft elections will bear heavily on the issue of sound industrial relations under 
collective bargaining. In certain pleats and industries, there may be employed 
scores of craft groups. To permit each craft self-representation may result in 
ineffective collective bargaining and chaotic industrial relations. Already this 
fear has been expressed by people who have studied the labor relations of the 
West Coast paper and pulp industry.** This complex industry, noted for its 
peaceful industrial relations under collective bargaining, has as many as 15 to — 
20 individual craft groups working within it. It is feared that the “craft” pro- 


vision of the Taft-Hartley Act may threaten the long years of peaceful indus- 
trial relations of the industry: 


New uncertainty has been introduced by the Taft-Hartley Act which gives preference 
for craft bargaining units. This could threaten the industry-wide bargaining mechanism 
which has functioned so successfully in the industry as an instrument of industrial peace. 
In this complex industry as many as fifteen to twenty individual craft unions might become 
involved, each with its separate contract and possibly conflicting aspirations. Instead of 
single negotiations, there might be many negotiations to conduct, jurisdictional rivalries, 
and greater possibilities of strikes. 


The situation in the West Coast pulp and paper industry underscores the ne- 
cessity for discretion and wisdom on the part of the Board in the direction of 
craft elections. Clearly, serious consideration must be given to the effects on 


industrial relations growing out of separate craft representation before craft 
elections are ordered. 


Ix 


One section of the Taft-Hartley Act provides that the NLRB may not set up 
a bargaining unit which contains both professional and nonprofessional employ- 


85 See supra, footnote 83. 
86 In the Matter of The National Container Corporation, 75 NLRB 770 (1948). 
87 In the Matter of Aluminum Company of America, 76 NLRB No. 81 (1948). 


88 National Planning Association, Causes of Industria: Peace Under Collective Bargaining. 
89 [bid., p. xv. 
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ees, unless a majority of the professional employees vote for inclusion in a com- 
bined unit.*° Unlike foremen, the professional worker may be reinstated by the 
board if he is discharged by an employer because of union activities. Contrary 
to plant guards, the professional worker may be represented in collective bar- 
gaining by rank and file labor organizations. The only restriction on the collec- 
tive bargaining activities of professional workers contained in the new labor law is 
the prohibition of including them in the same bargaining unit with nonprofes- 
sional workers where a majority of the professional workers involved vote against 
inclusion. 

The major problem confronting the board in the administration of this section 
of the new labor law is the task of deciding which employees are professional work- 
ers. Although the Taft-Hartley Act sets up general standards for professional 
workers, the NLRB must decide which specific groups of employees are pro- 
fessional workers. 

The board has already held in a leading case that a worker to be classed as a 
“professional employee” does not need a specialized college degree. Thus the 
NLRB directed that a group of noncollege trained plant engineers of a telephone 
company be polled on the question of whether they desired special representa- 
tion. Lawyers employed by an insurance company were also classified as profes- 
sional workers. In this proceeding the board rejected the employer’s contention 
that professional employees were removed by the Taft-Hartley Act from the 
jurisdiction of the board. In a case involving a number of time-study men em- 
ployed by a pump and machinery company,” the board held that these employees 
were not foremen, as the employer urged, but fell within the professional classi- 
fication. An employer engaged in the designing and construction of office and 
industrial buildings contended that the “estimators” employed by the firm 
were not professional workers.® The estimators of the company determine the 
amount of material to be required for the construction of a building and further 


® Section 9 (b)(1). 

1 Section 2(12) defines a ‘professional employee’ as follows: (a) any employee engaged in 
work (i) predominantly intellectual and varied in character as opposed to routine mental, 
manual, mechanical, or physical work; (ii) involving the consistent exercise of discretion 
and judgment in its performance; (iii) of such a character that the output produced or the 
result accomplished cannot be standardized in relation to a given period of time; (iv) re- 
quiring knowledge of an advanced type in a field of science or learning customarily acquired 
by a prolonged course of specialized intellectual instruction and study in an institution of 
higher learning or a hospital, as distinguished from a general academic education or from 
an apprenticeship or from training in the performance of routine mental, manual, or physi- 
cal processes; or (b) any employee, who (i) has completed the courses of specialized intellectual 
instruction and study described in clause (iv) of paragraph (a), and (ii) is performing related 
work under the supervision of a professional person to qualify himself to become a pro- 
fessional employee as defined in paragraph (a).”’ 

92 In the Matter of Illinois Bell Telephone, 77 NLRB No. 172 (1948). 

93 In the Matter of Lumbermen’s Mutual Casualty Company of Chicago, 75 NLRB No. 
129 (1948). 

% In the Matter of Worthington Pump and Machinery Corp., 75 NLRB No. 80 (1947). 

% In the Matter of Austin Company, 77 NLRB No. 148 (1948). 
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compute the cost of the material. In rejecting the position of the employer, the 
NLRB held the estimators are included within the professional category on the 
ground that they must possess a high degree of intellectual ability and a substan- 
tial background of training, education, and experience. It was further decided 
that the estimators performed jobs which require the exercise of a considerable 
degree of judgment and discretion. 

Four employees performing accounting work for a manufacturer of window 
glass were held by the board as not falling within the professional classification. 
Three of the four employees performed cost analyses. The training for the job 
was attained at a local business school and supplemented by a special training 
course provided by the company. The fourth employee was engaged in the ap- 
praising of the employer’s assets and surveying the employer’s records for the 
objective of reorganizing the property record accounting system. Even though the 
latter person had three years of college work, and performed work requiring a 
high degree of intellectual ability, the board held that he was not a professional 
worker. 

Upon another occasion a group of editorial employees of a newspaper were held 
not to be professional workers. In reaching this decision, the NLRB declared 
that the work they performed did not “require knowledge of an advanced type in 
a field of learning customarily acquired by a course of specialized intellectual in- 
struction in an institution of higher learning as distinguished from a general 
academic education.’’®? Thus a person with a general college education does not 
because of this fact alone fall within the professional classification, according 
to the NLRB. In another case involving the newspaper industry,** the board 
refused to classify special editors, rewrite men, and out-of-town reporters as 
professional workers. These groups, in the opinion of the board, perform essen- 
tially the same duties as regular newpaper reporters, who are a nonprofessional 
group. 

Radio announcers, singers, and continuity writers are not professional work- 
ers within the meaning of the Taft-Hartley Act.®® Although it was conceded that 
these groups are trained and are skilled personnel, the board refused to classify 
them as professional workers. The board in this case strangely enough did not 
give any reasons for the decision. If a professionally trained worker does not 
perform the duties of his profession he will not be treated as a professional 
worker.! In a case involving a professional chemist, the board held that he is 
not a professional worker for purposes of the Taft-Hartley Act, on the ground 
that his job in the plant was the carrying out of duties relating to maintenance 


96 In the Matter of American Window Glass Company, 77 NLRB No. 162 (1948). The NLRB 
also held that a group of accountants, all college trained and accounting majors, are not 
professional employees. In the Matter of Automatic Electric Company, 78 NLRB No. 146 
(1948). 

97 In the Matter of Free Press Company, 76 NLRB No. 152 (1948). 

98 In the Matter of Jersey Publishing Company, 76 NLRB No. 170 (1948). 

89 In the Matter of West Central Broadcasting Company, 77 NLRB No. 56 (1948). 

100 In the Matter of Charles Eneu Johnson and Company, 77 NLRB No. 8 (1948). 
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electrical work. As a result he was included in a bargaining unit of maintenance 
employees. 

From the cases reviewed above, it can be determined that the problem of 
establishing which workers are professional employees for purposes of the Taft- 
Hartley Act is one fraught with difficulty. The source of the difficulty is that 
no objective standards are available to resolve the problem. The matter will be 
determined within the area of opinion. It is hoped that the NLRB and the 
courts will rapidly develop a set of consistent standards and hold to these stand- 
ards to the end of eliminating a measure of uncertainty within the area of indus- 
trial relations. 


x 


A labor union instituting an organizing campaign in a plant may fail to induce 
all of the workers to join the union. The union may be successful in organizing 
only a portion of the workers. When the NLRB was administering the Wag- 
ner Act, the board frequently granted legal protection to the collective bargain- 
ing rights of these organized workers.“ Even though only a rather small por- 
tion of the workers in the plant joined the union, the NLRB often permitted the 
small group to vote in a representation election. Where the group by a majority 
vote selected a bargaining representative, the employer involved was under legal 
obligation to bargain collectively with the union representing the group of em- 
ployees. The NLRB based this policy on the ground that the organized workers 
should not be required to wait until a majority or more of all the employees in 
the bargaining unit were unionized before enjoying the benefits of collective 
bargaining. 

Under the terms of the Taft-Hartley Act, the NLRB may not consider the 
“extent of organization” as the controlling factor in the setting up of the appro- 
priate bargaining unit.!° This means that the board may not certify a union to re- 
present a small group of workers of a large bargaining unit solely on the ground 
that a union has been successful in organizing a sector of the larger unit. If 
the larger unit is the ‘‘appropriate bargaining unit,”’ the board may not order an 
employer to bargain with a union representing a portion of employees of the 
larger unit. 

Unlike other phases of the appropriate bargaining unit provisions of the Taft- 
Hartley Act, the board has had little occasion to interpret the “extent of or- 
ganization”’ section. In one case the NLRB found inappropriate a unit of seam- 


101 See In the Matter of the Crescent Dress Company (1941), 29 NLRB 351. The board 
in this case held that a group of cutters employed by the company was an appropriate unit, 
although a large unit comprising all production employees might likewise constitute an 
appropriate unit. In reaching its decision, the NLRB declared: “‘self organization among the 
Company’s employees. . .has not extended beyond the limits of the unit proposed by the 
Union, nor is any organization here seeking to represent employees of the Company other 
than the cutters. Under these circumstances, we are of the opinion that the unit sought by 
the Union herein is appropriate. To find otherwise would deprive the cutters of the benefits 
of collective bargaining until the remaining production employees had organized.” 

102 Section 9(c) (5). 
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ers, loopers, and examiners employed in a knitting mill.!% After examining 
the evidence the board held that there were no reasons for setting up the unit 
other than the one of “extent of organization.” The same principle was utilized 
to deny collective baigaining protection to small groups of organized workers 
employed in a furniture factory'™ and in a large department store.’ Of course 
if the board finds reasczs for setting up a small bargaining unit within the 
framework of a larger one other than the one of “extent or organization” the 
board may proceed to establish such a unit. The limitation arises when there is 


no reason other than the “extent of organization” for the setting up of a small 
bargaining unit. 


xI 


The Labor-Management Relations Act, 1947 has resulted in the nullification 
of many of the policies which the National Labor Relation Board established 
during World War II relating to the appropriate unit for collective bargaining. 
Under the force of the legislation, the power of the board to extend the process of 
collective bargaining is curtailed despite the fact that on several issues the 
Supreme Court of the United States upheld the wartime policies of the NLRB. 

The authority of the board to set up units of foremen for collective bargaining 
is nullified by the new labor law. In addition the Taft-Hartley Act operates to 
reduce the effectiveness of the plant guard’s labor union movement by for- 
bidding the NLRB to certify labor organizations of plant guards when they are — 
associated in any manner with production and maintenance workers’ labor 
unions. The new law may also result in ineffective collective bargaining and 
strained industrial relations under collective bargaining by encouraging the dis- 
integration of established industrial bargaining units and promoting competing 
and conflicting craft units. Finally, under the provisions of the Taft-Hartley Act, 
the NLRB is forbidden to grant legal protection of the right of workers to collec- 
tive bargaining where a limited number of workers have been organized within 
an industrial facility. 

Fresh legislation is needed to correct the area of the Labor-Management Rela- 
tions Act, 1947 which bears on the appropriate bargaining unit problem. This new 
legislation should have as its objective the widening of the area of authority of 
the NLRB to set up the appropriate bargaining unit for effective and peaceful 
collective bargaining. The curtailment of the right of the board to grant legal 
protection to workers in the exercise of their right to collective bargaining 
means that a considerable number of workers in American industry are unable 
to enjoy the benefits of collective action within the area of industrial relations. 
Moreover, industrial strife may result where workers have no resort but to their 
own economic power to make effective their right of collective bargaining. 
Granting full legal protection to workers who are now excluded from the jurisdic- 
tion of the NLRB will obviate the necessity for the reliance on economic power 
for the implementation of collective bargaining rights. 

103 In the Matter of Delaware Knitting Company, 75 NLRB No. 27 (1947). 


104 In the Matter of Pomeroy’s, Inc., 76 NLRB No. 96 (1948). 
105 In the Matter of Carson Pirie Scott & Company, 75 NLRB No. 148 (1948). 
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| FARM LABOR WAGE RATES IN THE SOUTH, 1909-1948* 
HERMAN JAY BRAUNHUT 


Southern! farm labor groups, even in the current period of comparative pros- 
perity, are still clinging to the outer fringe of our economic system. Despite 
large increases in farm income and farm wage rates, the problem of rural pov- 
erty has by no means been eliminated. Irrespective of these increments, wage 
rates of southern agricultural workers have consistently been at a low level. 
Rural poverty can be found today in almost every section of our country, but 
the degree to which it is concentrated in the South indicates that this region is 
still ‘the Nation’s number one problem.” Of our entire national labor force, 
agricultural laborers probably suffer the worst abuses. It will be the purpose 
of this survey to examine the trend of farm wage rates within the region from 
1909 through 1948, to compare the regional average farm wage with the na- 
tional average. 

Differences between southern income levels and those of the remainder of 
the country have reflected, to a considerable extent, the character of economic 
activity in this section of the country. For the South, agriculture has been and 
still remains occupationally more important than manufacturing industries. 

In a recent study it was pointed out that: 


The low earnings of people engaged in farming are a surface manifestation of a more 
fundamental dislocation. Apart from war years and the effects of cyclical fluctuations, the 
rates of growth of the supply and demand for farm products have been so unequal as to 
cause most parts of agriculture to be chronically depressed. As the output outdistances the 
demand, agriculture finds itself with an excess supply of resources consisting primarily of 
labor. Low earnings for farm people result from this excess.? 


Other contributing factors to the low scale of earnings of southern farm 
workers have been the existing system of tenure, biracial conflict, the high 
proportion of women and children engaged in the production of farm crops, 
and the fact that agricultural workers have largely remained unorganized has 
left them virtually without bargaining power, particularly in the instances 
where farms are being operated on a commercial basis by absentee owners. 

Since the outbreak of World War II earnings in agriculture have increased 


* This survey is a revised extract from the author’s unpublished M.A. thesis, Agricultural 
Labor Groups of the South, 1909-1947, copies of which are on file at the Columbia University 
library. The author is indebted to Professors Leo Wolman, Department of Economics, 
Columbia University and Edmund de S. Brunner of Teachers College for their helpful 
criticisms and valuable comments on the original document; also to Max M. Tharp, Agri- 
cultural Economist, U. S. Department of Agriculture. For the views expressed herein and 
for their imperfections, the author alone is responsible. 

1 In this study all references, without exception, to the South or Southeast include only 
the following states : Virginia, North Carolina, South Carolina, Georgia, Florida, Kentucky, 
Tennessee, Alabama, Mississippi, Arkansas, and Louisiana. For the basis of this regional 
classification consult Howard W. Odum, Southern Regions of the United States. 

2 Theodore W. Schultz, Agriculture in an Unstable Economy, p. 85. 
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substantially. They have continued to rise in the postwar period and have 
reached a level in 1948 which has topped all previous experience. Nevertheless, 
relative to earnings of workers in industry, agricultural earnings are far out 
of line. Wages in industry have risen steadily along with wages of farm workers, 
but the gap between the real wages of farm and industrial workers has been 
wider than ever before.’ 

A study made for the Depaztment of Agriculture has disclosed the existence 
of a striking differential between the wages of industrial workers and hired farm 
workers.‘ According to this study, the range of farm wages as a percentage of 


TABLE 1 
Wage Rates of Farm Workers and of Common Laborers in Industry, Selected States, July 1942 
PERCENTAGE FARM 
= ENTRANCE RATES OF COMMON LABOR WAGE 
Hourly? Per 8-hour day 
2.10 .438 3.50 60 
1.15 .355 2.84 40 
_ 1.25 .365 2.92 43 
1.75 .585 4.68 37 
nc thie 1.30 .372 2.98 44 
1.60 .390 3.12 51 


* Bureau of Agricultural Economics. 


> Bureau of Labor Statistics rates for male, adult laborers in 20 industries representing . 


manufacturing, public utilities, and building construction. 

© Since the length of workday for hired farm workers in July is longer than 8 hours this 
comparison overstates somewhat the relative level of the farm wage rate. 

Source: Ducoff, op. cit., p. 78. 


industrial wages was as follows for the years indicated: 1940-30.6; 1941-31.6; 
1942-33.4; and 1943-37.2. 

Ducoff has also tabulated wage differentials between daily farm wages with- 
out board and the entrance rates of common laborers by states. Table 1 is 
perhaps more revealing as it was computed in terms of state averages rather 


3 Louis J. Ducoff, Wages of Agricultural Labor in the United States, Washington: U. 8. 
Department of Agriculture, Technical Bulletin No. 895, July 1945, p. 116. Daniel J. Ahearn, 
Jr., in his study The Wages of Farm and Factory Laborers, 1914-1944, p. 182, has indicated 
that whereas the wages of unskilled factory workers have increased 193 per cent in the 
period from 1914 to 1939, the wages of farm laborers hired by the day without board have 
increased only 9 per cent in the same period. 

4 Louis J. Ducoff, op. cit., p. 90. 
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than national averages. Consequently, more significant differences become ap- 
parent in this tabulation. 

From statistics that have been computed by the Bureau of Agricultural 
Economics of the United States Department of Agriculture it has been possible 
to compile wage data for farm workers. These wage rates have been gathered 
by the bureau from 1909 through 1922 on an annual basis and from 1923 to 
date on a quarterly basis. Annual average wage rates have been tabulated for 
the United States and for each of the 11 states of the Southeast from this in- 
formation. Tables were prepared for monthly wages with and without board 
as well as daily wage rates with and without board.’ From these basic tables 
regional averages were derived which could be compared with national rates 
and from which wage differentials between the South and the United States 
have beem computed. 

Regional averages for Tables 2 through 5 were derived by weighting quoted 
average rates for each state by the number of farmers in that state. The totals 
for the region were then divided by the total number of farmers in the 11 south- 
ern states. Thus, wage rate data from 1909 through 1919 were weighted by the 
number of farmers reported by the Census for the year 1910; data from 1920 
through 1924 by the number of farmers tabulated in 1920; from 1925 through 
1929, the Census of Agriculture for 1925 was used as a weighting device. The 
wage rates for subsequent years were similarly weighted by succeeding Census 
tabulations. The number of farmers was used as a weighting factor because it 
was the only continuous series of statistics available in the absence of data on 
the number of persons employed in agriculture by states for the years covered 
by this survey. The geographic averages that have been available have not been 
used as the regional designations do not coincide with the one that has been 
used in this study. 

In Tables 2 through 5 average regional farm wage rates have also been tabu- 
lated as percentages of the national averages for the years 1909 through 1948. 
The disparities that have existed between the wages of farm laborers in the 
South and those for the nation have indicated that as of 1944 and 1945 the gap 
in average annual rates of wages per month with board was wider than it has 
ever been since 1909. For the year 1947 the southern wage was 51.5 per cent 
of the national wage; in 1948 it was 51.8 per cent. The annual average monthly 
wage with board for the South in 1947 and 1948 reached a point approximately 
44 times above the low of 1933 when the regional wage was $11.18 per month. 
The average for the region was at its highest level to date. For the United 
States the low and the peak years coincided with that for the region. The aver- 
age national wage for farm workers in this category was $18.07 per month in 
1933 and $102.00 in 1948. 

The annual average farm wage rates per month without board, on the other 


5 Commencing in January 1949 a new series was instituted by the Bureau of Agricultural 
Economics. Henceforth, a group of nine types of wage rates will be tabulated. The new 
series has been explained in summary form in Estimates of Agricultural Employment and 
Wage Rates, Washington: U. 8S. Department of Agriculture, Dec. 28, 1948. 
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TABLE 2 
Farm Wage Rates: Annual Average Rates per Month, with Board, 1909-1948 
1909 14.29 22.21 64.3 
1910 13.71 21.22 64.6 
1911 13.91 21.49 64.7 
1912 14.44 22.23 64.9 
1913 15.06 22.89 65.8 
1914 14.33 22.62 63.4 
1915 14.16 22.97 61.6 
1916 15.35 25.17 60.9 
1917 20.13 31.11 64.7 
1918 24.34 37 .96 64.1 
1919 28.71 43.29 66.3 
1920 32.87 51.73 63.5 
1921 19.96 33 .62 59.4 
1922 20.70 32.75 63.2 
1923 22.50 37.24 60.4 
1924 23.88 37.92 62.9 
1925 24.57 38.77 63.4 
d 1926 24.93 39.87 62.5 
: 1927 24.22 40.11 60.4 
1928 24.07 40.11 60.0 
4 1929 23.96 40.61 59.0 
; 1930 21.59 37 .59 57.4 
1931 15.94 28.77 55.4 
1932 11.74 20.85 56.3 
- 1933 11.18 18.07 61.9 
: 1934 12.89 20.24 63.7 
gies 1935 14.40 22.42 64.2 
ae 1936 14.47 24.53 58.9 
1937 16.79 28.00 59.9 
ro 1938 16.32 27.73 58.9 
1939 16.55 27.39 60.4 
1940 16.37 28.05 58.4 
1941 19.27 34.85 55.3 
1942 24.91 46 .64 53.4 
1943 31.61 61.91 51.1 
1944 37 .38 74.00 50.5 
1945 41.54 82.30 50.5 
1946 46.10 88.90 51.9 
1947 49.47 96.00 51.5 
1948 52.81 102.00 51.8 
Source: Computed from Bureau of Agricultural Economics wage data published in 
Farm Labor, monthly, Washington, D. C.; Farm Wage Rates, Farm Employment, and Re- 
lated Data, Washington, D. C., Jan. 1943. 
hand, reflected the greatest differential in the year 1945 when the regional 
wage was 59.6 per cent of the national average. The low points in monthly 
wages without board occurred as in the case of wages with board in the year 
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TABLE 3 
Farm Wage Rates: Annual Average Rates per Month, without Board, 1909-1948 
1909 19.71 28.10 70.1 
1910 21.43 28.08 76.3 
1911 20.05 28.54 70.3 
1912 20.59 29.34 70.2 
1913 21.35 30.21 70.7 
1914 20.48 29.74 68.9 
1915 20.16 30.06 67.1 
1916 21.92 32.84 66.7 
1917 27.95 40.52 68.9 
1918 34.52 48.80 72.8 
1919 40.96 56.63 72.3 
1920 45.46 65.40 69.5 
1921 29.27 44.67 65.5 
1922 29.18 43.33 67.3 
1923 32.12 48.25 66.6 
1924 33.88 49 .32 68.7 
1925 34.61 49.90 69.4 
1926 34.99 50.83 68.8 
1927 33.82 50.85 66.5 
1928 33.92 50.75 66.8 
1929 34.06 51.22 66.5 
1930 30.75 48.10 63.9 
1931 23.50 38.38 61.2 
1932 17.45 28.88 60.4 
1933 16.58 25.67 64.6 
1934 19.06 28.19 67.6 
1935 20.35 30.24 67.3 
1936 21.68 32.28 67.2 
1937 23.48 36.32 64.7 
1938 21.79 36.18 60.2 
1939 23.27 35.82 64.9 
1940 23.74 36.68 64.7 
1941 27.30 43.64 62.6 
1942 34.86 55.91 62.4 
1943 43.97 72.51 60.6 
1944 51.59 85.70 60.2 
1945 56.85 95.40 59.6 
1946 63.46 103.00 61.6 
1947 68.73 111.00 61.9 
1948 73.55 117.00 62.9 
Source: Computed from Bureau of Agricultural Economics wage data published in 
Farm Labor, monthly, Washington, D. C.; Farm Wage Rates, Farm Employment, and Re- 
lated Data, Washington, D. C., Jan. 1943. 
1933 when the southern average wage was $16.58 and the national average was 
$25.67. However, the differential between the South and the nation was less 
in 1933 than it has been since 1939. 


194 HERMAN JAY BRAUNHUT 


TABLE 4 
Farm Wage Rates: Annual Average Rates per Day, with Board, 1909-1948 
1909 64 1.09 58.7 
1910 69 1.12 61.6 
1911 70 1.13 61.9 
1912 .72 1.18 61.0 
1913 .74 1.20 61.7 
1914 .69 1.17 58.9 
1915 .68 1.18 57.6 
1916 .74 1.31 56.5 
1917 .94 1.65 56.9 
1918 1.28 2.15 59.5 
1919 1.55 2.54 61.0 
1920 1.77 2.98 59.3 
1921 .97 1.77 54.8 
1922 .97 1.73 56.1 
1923 1.15 1.89 60.8 
1924 1.25 1.94 64.4 
1925 1.28 1.97 64.9 
1926 1.27 1.98 64.1 
1927 1.23 1.98 62.1 
1928 1.23 1.98 62.1 
1929 1.22 1.96 62.2 
1930 1.11 1.76 63.1 
1931 .80 1.32 60.6 
1932 .58 .94 61.7 
1933 .57 .85 67.1 
1934 .68 .98 69.4 
1935 Bs | 1.07 66.4 
1936 -75 1.15 65.2 
1937 .83 1.33 62.4 
1938 .80 1.31 61.1 
1939 .87 1.30 66.9 
1940 .84 1.36 61.8 
1941 .98 1.69 57.9 
1942 1.27 2.19 57.9 
1943 1.66 2.87 57.8 
1944 2.09 3.46 60.4 
1945 2.33 3.80 61.3 
1946 2.67 4.15 64.3 
1947 2.90 4.50 64.4 
1948 3.12 4.75 65.7 


Source: Computed from Bureau of Agricultural Economics wage data published in 
Farm Labor, monthly, Washington, D. C.; Farm Wage Rates, Farm Employment, and Re- 
lated Data, Washington, D. C., Jan. 1948. 


Farm wage rates per day with and without board reflected lower differentials, 
on the whole, than monthly rates. The greatest differentials in daily rates with 
board occurred in the years 1921 and 1922 when the percentage that regional 
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TABLE 5 
Farm Wage Rates: Annual Average Rates per Day, without Board, 1909-1948 
1909 84 1.30 64.6 
1910 .94 1.39 67.6 
1911 -93 1.39 66.9 
1912 -95 1.43 66.4 
1913 .97 1.46 66.4 
1914 -91 1.43 63.6 
1915 -90 1.44 62.5 
1916 -98 1.58 62.0 
1917 1.27 1.98 64.1 
1918 1.72 2.54 67.7 
1919 2.05 3.03 67.7 
1920 2.33 3.46 67.3 
1921 1.30 2.12 61.3 
1922 1.31 2.07 63.3 
1923 1.52 2.25 67.6 
1924 1.62 2.29 70.7 
1925 1.65 2.29 72.1 
1926 1.66 2.31 71.9 
1927 1.61 2.28 70.6 
1928 1.60 2.27 70.5 
1929 1.58 2.25 70.2 
1930 1.41 2.08 67.8 
1931 1.06 1.62 65.4 
1932 -78 1.20 65.0 
1933 -76 1.11 68.5 
1934 .89 1.26 70.6 
1935 .94 1.33 70.7 
1936 .98 1.42 69.0 
1937 1.09 1.61 67.7 
1938 1.05 1.58 66.5 
1939 1.07 1.56 68.6 
1940 1.09 1.59 68.6 
1941 1.27 1.93 65.8 
1942 1.63 2.49 65.5 
1943 2.11 3.27 64.5 
1944 2.61 3.93 66.4 
1945 2.90 4.34 66.8 
1946 3.29 4.74 69.4 
1947 3.55 5.10 69.6 
1948 3.79 5.30 71.5 


Source: Computed from Bureau of Agricultural Economics wage data published in 


Farm Labor, monthly, Washington, D. C.; Farm Wage Rates, Farm Employment, and Re- 
lated Data, Washington, D. C., Jan. 1943. 


rates were of the national were 54.8 per cent and 56.1 per cent respectively. 
The low points in wages paid by the day were 57 cents for the South and 85 
cents for the United States in the year 1933. The daily rates without board 
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disclosed similar tendencies, with the greatest differentials in 1921 and 1922 
and with the lowest daily rate without board in 1933 for the nation and for 
the region. 

In summary, the year 1933 represented the low point in the amount of wages 
paid to agricultural workers in all categories. The years in which the greatest 
differentials occurred between the average rates paid in the South and those 
paid in the country as a whole varied in the case of monthly and daily rates. 
Generally the differentials between the region and the nation were less with 
respect to the average daily rates with or without board than they were for 
annual average monthly wages. The year 1948, in all instances, represented 
the highest level of wages that has yet been attained. Despite these high levels, 
farm wages have persistently been on a lower plane than the rates of remunera- 
tion of industrial workers. 

The major task for postwar agriculture is to achieve a higher level of living 
for thousands of low income farm people—tenant farmers, sharecroppers, and 
hired farm laborers. No technique has as yet been developed adequately to ac- 
complish this goal. It is not an easy task. However, many notable achieve- 
ments have been made and the situation is by no means hopeless. Much informa- 
tion is still to be gathered before the magnitude of postwar changes can be 
revealed and before the character of the shifts which have taken place in 
the structure of agriculture can be fully known. ; 

To the extent to which we succeed in bringing farm labor into the fold of 
democratic living depends the welfare of every citizen of the United States, 
both urban and rural. Industrial workers cannot long prosper at the expense 
of the agricultural worker who has been, and continues to be, a “drag’’ on the 
wages of all workers, in all parts of the country. Our urban economy will fare 
and prosper to the extent that our rural economy prospers and not at the ex- 
pense of it. Southern farm laborers must not become the prelude to an American 
“peasantry.” 

As a consequence, the South represents both a challenge and an opportunity. 
“The conversion of the cotton South is undoubtedly the most important as well as 
the most difficult problem in agriculture that will confront the United States. While 
it is comparatively easy to point out measures that will prove harmful, positive 
steps that are at all feasible are not so apparent. The heart of the problem is not 
cotton but an excess supply of labor and the resulting low income per head; so low 
that it condemns millions of people, especially Negroes, to poverty wholly incom- 
patible with America’s resources and capacity to produce.’ 

6 Schultz, op. cit., p. 39. It should be noted, however, that many thousands of ‘“‘poor 


whites’”’ in the South have found themselves in a lower social and economic status actually 
than many of the Negroes. 
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\ MULTILATERALISM IN INTERNATIONAL AVIATION 


JAMES A. CONSTANTIN 
University of Alabama 


Probably the basic and apparently least soluble problem concerning aviation 
confronting the world, in its return to “normalcy,” lies in the inability of coun- 
tries to agree on the fundamentals of cooperation. The underlying cause of 
disagreement seems to be that nations have divergent philosophies as to the part 
each should play in international intercourse. The inability of nations to coop- 
erate rests on the mutual distrust on a security basis, the struggle for economic 
power and prestige, and the problem of protecting one’s own industries. That 
cooperation is necessary in world aviation is apparent from the many attempts 
at (1) world agreement; (2) hemispheric or regional agreement; and (3) bilateral 
agreement on the fundamentals of international aviation. 

In the earlier years of aviation, the most pressing problem to resolve was to 
make the use of the airplane internationally compatible with the sovereignty 
of states. Even at this early date in the growth of aviation (1910-1919), it was 
quite apparent that flight could not be confined to one country. Each time the 
aircraft of one nationality wanted to fly into or over a foreign country, prior 
clearance had to be obtained, which of course was burdensome to all concerned. 
Since no standard for multilateral cooperation had been agreed upon, bilateral 
bargaining conferences came to be the source of private agreements. France 
and Germany were the first two states to effect such a bilateral agreement. At 
this time there was hope that eventually a multilateral agreement embracing 
most of the nations of the world would be consummated; for one of the pro- 
visions of that first agreement was that it was temporary until an international 
convention composed of more states could be called. 


I 


At the time of this French-German agreement, 1913, Europe was preparing 
for war, consequently military considerations were dominant in matters per- 
taining to aviation. After the war was over, until the Convention of Paris in 
1919, all actions taken relative to aviation were in the nature of disarming the 
conquered countries, and were disposed of in the peace treaties with the various 
countries. 

After the failure of the conference in 1910, there was little progress toward 
the formation of a convention to resolve problems of aviation until the Paris 
Peace Conference set up an Aeronautical Commission for this purpose. The 
Convention that resulted has a significant place in the development of inter- 
national aviation. 

The need for some unification and cooperation in international aviation was 
evident because of rapid improvements in the airplane during the war. Since 
it was apparent that the airplane would vlay an unprecedented role in inter- 
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national intercourse in the future, it was realized that definite “rules of the game” 
were necessary. 

Some of the problems that were immediately troublesome involved more or 
less technical and routine matters such as determining a uniform system of mark- 
ings for aircraft. Some, however, were more than routine. They involved the 
most fundamental of all national rights, the principle of sovereignty and the 
right of a state to make agreements of a bilateral nature with any and all coun- 
tries that it chose. 

The first principle recognized by the Convention in chapter I was of great 
significance in that the question of sovereignty of the air was determined and 
recognized by all of the signatory powers, regardless of any previous conceptions 
of boundaries. The settlement of this question made it possible for the par- 
ticipants to make multilateral agreements and set up a basis for international 
air law. 

The second general principle set forth by the Convention was that each state 
would allow freedom of innocent passage over its territory to aircraft of other 
contracting states. This principle was only the first step necessary to greater 
international cooperation. The privilege of innocent passage, while being one 
step in the direction of free communication, did little to further the progress of 
aviation. Merely granting rights to fly over a country is an empty gesture, for 
nothing is accomplished unless the aircraft is allowed to land and deplane pas- 
sengers. This principle of innocent passage did not, however, preclude private © 
or bilateral arrangements that provided for reciprocal landing rights. 

The third principle of the Convention allowed each of the contracting parties 
to designate certain prohibited zones over which no airplane could fly. This 
was admittedly for military reasons as well as for purposes of public safety. 
This principle was significant in that it required each state to accord the same 
treatment to aircraft of its own nationality as that given airplanes of other 
countries. The fourth principle merely provided that in the event an aircraft 
found itself above a prohibited area, it must land as soon as possible. 

The fifth principle recognized that the multilateral agreement being effected 
could not possibly cover all phases of the problem; so it allowed each of the 
contracting states to make bilateral agreements with other states, whether or not 
they were parties to the Convention.! 

Thus the groundwork was laid for further cooperation among the nations of 
the world to try to solve problems of aviation on a bilateral basis. It was ap- 
parently too much to ask of a nation to surrender, en masse, many of the features 
of sovereignty that could be voluntarily surrendered to individual states through 
negotiation and reciprocity. 

Chapter II of the Convention defined the nationality of aircraft. 

Chapter III, however, was more than just routine. It was significant in that 
a portion of national sovereignty was relinquished by all parties. There had 

1 This has not always been the case. The original article forbade the states to give any 


but temporary authorization to noncontracting states to fly above its territory. This ex- 
cluded the United States, since it was not a party to the agreement. 
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been no question of the right of a country to set minimum standards for air- 
worthiness of aircraft and competency of crews, nor had there been a question 
as to the right of any other country to refuse to accept these standards within 
its own borders. This chapter of the Convention required that each contracting 
state accept the minimum standards of airworthiness and personnel competency 
of all other states. 

Chapter IV defined the terms by which aircraft might be admitted to navi- 
gation above a foreign territory. In the first place, every civil aircraft had the 
right to fly across the territory of any other state without landing, provided that 
it followed a predetermined route. This was an important departure from 
previous relations where a treaty had to to effected to establish this right. 

Secondly, this chapter reserved to each state the right to restrict to its own 
nationals the privilege of transporting persons or goods between two points in 
its own territory. However, it was required that these restrictions and reser- 
vations be communicated to the International Commission for Air Navigation, 
which in turn would notify all other contracting states. The significance of 
this section is obvious, in that domestic trade within a country was reserved to 
that country. 

Chapter V of the Convention merely enumerated a list of rules to be followed 
upon landing or departing from a foreign airport. Rules such as the require- 
ment of passenger and cargo manifests, certificates of airworthiness and com- 
petency, and log book requirements were enumerated. In addition it was 
required that charges for the use of airports should apply to all carriers. Thus 
the Convention sought to eliminate the possibility of imposing unduly high and 
arbitrary charges on aircraft merely because they were of foreign origin. 

Chapters VI and VII, respectively, described certain items of prohibited or 
restricted transport (explosives and war materials), and prohibited military air- 
craft from taking advantage of the provisions of the Convention. 

Chapter VIII provided that the International Commission for Air Navigation 
(ICAN) be created and placed under the direction of the League of Nations. 
The functions of ICAN were to receive (or make) proposals for the amendment 
of the Convention; to serve as an agency for the collection and dissemination 
of statistical and technical data pertinent to international aviation; and gen- 
erally to serve as the administrative authority for the Convention. 

Chapter IX, ‘Final Provisions,” included an article stipulating that the con- 
tracting states agree to cooperate in matters relating to the collection and dis- 
semination of statistical and meteorological data, the publication of standard 
maps and markings, and in setting up international wireless stations to assist 
in air navigation. This chapter also provided that a disagreement among the 
states as to the interpretation of the Convention would be resolved by the Perma- 
nent Court of International Justice. 

The delegation of the United States to the Convention signed the document, 
but it was not ratified when presented to the Senate. There were two major 
reasons why the Senate failed to ratify the agreement making the United States 
a party to the Convention; one of them reflects the isolationist policy adopted 
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by this country following World War I; the other embodies interpretation of 
the Constitution. 

Since ICAN was to be under the direction of the League of Nations, and since 
disputes were to be referred to the Permanent Court of International Justice, 
the Senate felt that ratification of the Convention would be implying United 
States acceptance of the League of Nations. 

Also, since ICAN had certain powers involving the promulgation of rules, the 
Senate felt that these were legislative powers, and consequently the United 
States could not abide by the rulings, inasmuch as Congress could not delegate 
the powers of legislation endowed to it by the Constitution. 

The Convention went into effect on July 11, 1922, after 14 of the signatory 
powers had filed their ratifications. As of March 1945, 33 powers had ratified 
the Convention. 

Several criticisms have been levied against the Convention, but most of them 
have been resolved through revision. In the first place, the Convention was 
criticized by the states that remained neutral during the war, as well as by the 
conquered countries. Only the Allied Powers were represented at the framing 
of the Convention. In 1929, however, a session was held at which all interested 
nations were represented. Thus, this first criticism was largely eliminated, even 
though several years after it was levied. 

Secondly, the governments of the neutral states objected to the Convention | 
on the grounds that all parties had a right, which was not recognized by the 
Convention, to conclude bilateral negotiations with those nations not parties to 
the Convention. These bilateral agreements were not allowed, except on a 
temporary basis, until the revision authorized all states to make agreements 
with any other state. 

A third criticism (that was not resolved) involves Article 3, which provided 
that a state might set up certain prohibited zones through which no aircraft, 
either national or foreign, could fly. The criticism is not levied against the 
right of a country to designate certain prohibited areas, but against the fact that 
wide deviation from the shortest route may become necessary due to prohibited 
zones in one country that do not correspond geographically with such zones in 
another country. 

A fourth criticism might be levied, not directly against the Convention itself, 
but against the interpretation accorded it by the Senate of the United States. 
It was the opinion of the Senate that the Convention could not be constitutionally 
ratified for three reasons: (1) ICAN would be under the direction of the League 
of Nations; (2) ICAN had certain powers deemed to be legislative; and (3) 
arbitration of disputes concerning interpretation of the Convention would be 
under the jurisdiction of the Permanent Court. 

Since it is not within the scope of this study to analyze United States policy 
regarding acceptance or rejection of the League of Nations, no attempt will be 
made to justify or criticize the rejection of the League, nor to justify ratification 
of the Convention of Paris on philosophical grounds alone. However, it ap- 
pears that the bases for rejection of the Convention were rather weak. 
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In the first place, the American delegation was on official record at the revision 
conference to the effect that: 


... Should the United States government ratify the Convention it would probably be 
with reservations that its action should not be taken to involve any legal relation on the 


part of the United States to the League of Nations under the Covenant of the League of 
Nations.” 


Therefore, had the Senate been so inclined, it could have ratified the Convention 
in 1920 when it first came up for a hearing, or later, after the revision conference 
in 1929. Such a strongly worded reservation would have dispelled any doubts 
as to whether or not the United States Senate was implying approval of the 
League of Nations by its ratification of the Convention of Paris. 

Because ICAN was endowed with certain powers of a legislative nature, in 
the opinion of some political leaders, the United States could not ratify the Con- 
vention and place itself under obligations to abide by requirements set forth by 
a quasi-legislative group; nor could the Congress delegate any of its legislative 
powers. 

The powers of ICAN were purely administrative; through no means of imagi- 
nation can they be construed to be otherwise. In the list of enumerated duties 
of ICAN there is nothing that can be construed as legislative. The duties im- 
posed upon ICAN primarily indicate that the Commission was to serve as a 
clearinghouse, and as an agency to disseminate information, to make known ad- 
herence of the several states to the rules, to act as agent of the several states in 
notifying others of changes in domestic requirements of international aircraft, 
and to settle disagreements relating to technical regulations. A more non- 
legislative agency of administration is hard to visualize. 

The first two objections to ratification, then, are seemingly meaningless. The 
third objection, that disputes concerning interpretation of the Convention be 
referred to the Permanent Court of International Affairs, cannot be dismissed 
so lightly as the preceeding two.’ 

The fact that the Convention of Paris failed to achieve universality was the 
forerunner of further conferences designed to accomplish, on a regional basis, 
what it tried and failed to do on a world-wide basis. To say that the Paris 
Convention failed is perhaps too strong, for the conference was not a failure in 
the true sense of the word. It accomplished many of the purposes for which it 
was called; viz., to make improvements of a routine nature, and, above all, to 
bring to the attention of the world the pressing need for a solution to the problem 
of the airplane and aircraft rights. It was a failure in the sense that it did not 
accomplish everything it set out to—universality. 


II 


Two other conventions were held between the years 1926 and 1939: the Madrid 
(Ibero-American Convention), 1926; which was ratified by only seven states and 
which produced no results; and the Havana Convention, 1928. 


20. M. Mance, International Air Transport. 
3 See page 198, supra. 
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In 1928 delegates from the United States and Latin America met in Havana 
for the purpose of effecting a body of international public law to be operative 
among those countries. Most of these states had not become parties to the 
Paris Convention; so they met to form their own body of air law. 

The document resulting from the Convention was quite similar to that re- 
sulting from the Paris Convention. The same principle of state sovereignty 
was restated and the right of innocent passage was again recognized. In fact 
there were only three major differences between the Havana Convention and 
the Paris Convention: 

1. The Paris Convention included in its Annexes quite elaborate rules and 
regulations with respect to markings of aircraft, certificates of airworthiness, 
log books, air traffic rules, and maps. These were not included in the Havana 
Convention. However, Article 31 of that Convention siated that the contract- 
ing states agree to cooperate as far as possible in inter-American measures rela- 
tive to collection and dissemination of meteorological information, the publication 
of uniform charts, and the use of radio-telegraph. Strangely enough, no body 
was created to assume the responsibility of carrying out this cooperation. 

2. The Paris Convention attempted to set up a code of public international 
law while the Havana Convention set up a system of international public law. 
The Havana Convention, for example, internationalized, as far as the contract- 
ing states were concerned, the national laws of each state referring to aviation. 


The Paris Convention dealt with international public law, but it also set up a — 


code of law that was international in character. 

3. The Paris Convention set up an agency to adminster the Convention, while 
the Havana Convention did not. However, the Havana Convention made use, 
in part, of the Pan American Union that was already in existence. In Peru, 
several years after the adoption of the Convention, an organization was set up 
that corresponded with ICAN. 

Other conventions during the period were concerned primarily with inter- 
national private air law, law governing the relations of private individuals, and 
not with the law governing relations among nations; consequently they are not 
within the scope of this study. 


Ill 


“We met in an era of diplomatic intrigue and private monopolistic privilege. 
We close in an era of open covenants and equal opportunity.... We met in 
the seventeenth century in the air. We close in the twentieth century in the 
air.” These are the words of Mr. A. A. Berle, president of the conference in 
commenting upon its accomplishments after the final meeting of the Chicago 
Conference.‘ 

Mr. Berle’s statement referred to this prevailing conception of one phase of 
international intercourse as it existed prior to the Chicago Conference, and to 
the new conception after the closing of the conference. His reference is the his- 


4 Department of State Bulletin, Jan. 7, 1945. 
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toric conflict between the Portuguese and Dutch over “the open sea” as pro- 
claimed by the Dutch in the seventeenth century, and “the closed sea’’ as in- 
sisted upon by the Portuguese and the British. 

It was for such a cause as this that the Chicago Conference was called—to 
provide an “open air’ for the world. Prior to this time, the air over each coun- 
try was effectively closed to any other than favored nations, regardless of the 
Paris Convention. After an open air policy could be accepted by the majority 
of the nations of the world, then steps could be taken to facilitate the operational 
phases of aviation by unifying certain technical regulations. 

Both the Paris and Havana conventions were only moderately successful, and 
achieved basically only two things. First, they established machinery for uni- 
fying technical and routine operational requirements. Second, they established 
the right of innocent passage and landings for nontraffic purposes. 

These two accomplishments were not enough to insure peaceful and wide- 
spread development of international aviation. Something in addition was nec- 
essary—the right (or privilege) of commercial activity. Before the results of 
this conference were apparent, an airline of one nation would bargain directly 
with the government of another for landing rights and privileges. When rec- 
iprocity was demanded, the airline was unable to commit its own government. 
Even in those cases where governments bargained with governments for landing 
rights for their nationals, the results were generally unsatisfactory. A country 
in a strategic geographic location could dictate its own terms to the bidders for 
commercial rights. This, of course, was conducive neither to friendly relations 
nor to economic operations. 

The United States’ reasons for wanting the five freedoms® proposal approved, 
other than that it appeared to be desirable from a point of view of expanding 
international trade, was that we have no colonies abroad, from and to which we 
would carry passengers. Under the proposal for the fifth freedom, we would be 
allowed to land at any intermediate countries between point of origin and point 
of destination, deplane and enplane passengers bound for other countries. This 
operation would redound to the advantage of any long-range carriers. For ex- 
ample, if a United States carrier were to have a hypothetical route from the 
United States to Cairo via Dublin, London, and Paris and the five freedoms 
were not allowed, the carrier might leave this country with a full complement 
of passengers, dropping off 10 per cent in Dublin, 40 per cent in London, 35 
per cent in Paris, leaving 85 per cent of the originally loaded plane empty to 
continue its schedule to Cairo. 

Under a closed air policy this practice would result in lower load factors, con- 
sequently higher operating cost and either higher rates or higher subsidies. 
Under an open air policy, this aircraft would be able to refill its seats at Dublin, 
London, and Paris. For the United States, this program would be essential in 
keeping a high load factor. 

When the final documents were before the Senate for ratification, there was 


5 Popularly referred to as the ‘“Two Freedoms’”’ or the ‘‘Five Freedoms.’”’ See p. 204. 
6 See p. 204. 
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some objection to the fifth freedom document, on the ground that it was a treaty 
and should be handled as such. The State Department had handled it as an 
executive agreement. The objection was overcome when the State Department 
withdrew the United States from the agreement on the grounds that the countries 
of the world were not yet ready to commit themselves to such agreements. The 
State Department felt that more could be accomplished on a bilateral basis than 
on this multilateral basis, since such a small number of nations had signed the 
document. 

This withdrawal could have had a great deal of significance. It has been sug- 
gested in this paper that bilateral agreements should be outmoded in favor of 
multilateralism wherever possible. The date of the withdrawal of the United 
States from the International Air Transport Agreement, however, removes any 
great significance that otherwise may have existed. The withdrawal was on 
July 25, 1946, some five months after the Bermuda agreement. This agree- 
ment was made in accordance with the form as set forth by the Chicago Con- 
ference. As long as bilateral agreements are made within the framework set 
up by the Convention, there can be little reason to suspect that the evils of bi- 
lateralism will be apparent as they had been in the past. Consequently then, 
the State Department withdrew from the International Air Transport Agree- 
ment not only because it was felt no longer necessary, but also because the Senate 
was questioning the advisability of United States ratification.’ 

That the United States was not pressing for the adoption of its policy without 
an attitude of give and take is well illustrated by the conditions surrounding 
its negotiations with the British. Since the British Isles, Canada, New Zealand, 
and Australia had wanted a division of traffic according to formula, and since 
complete agreement could not be reached with regard to the fifth freedom, the 
United States agreed with these countries to attempt to work out a formula for 
traffic quotas as well as a restrictive system of rate control—all in the interest 
of international harmony. It developed, however, that no statistical formula 
could be devised to accomplish what was desired; so the plan was abandoned. 

As a result of the inability of the two great powers to agree on the funda- 
mentals involved, two optional plans were appended to the Final Act. First, 
the International Air Services Transit Agreement granted the two freedoms: 
(1) the privilege of flying across a country without landing, and (2) the privilege 
of landing for nontraffic purposes. This is rather an innocuous document, which 
does nothing more than grant the right of innocent passage with nontraffic stops. 
However, even though it does not provide for commercial service, it does bind 
all signatory powers to allow international flight over their respective territories. 
Second, the International Air Transport Agreement granted all five freedoms, 
the first two of which are listed above. The third freedom bound signatory na- 
tions to allow the aircraft to deplane passengers from the country of the plane’s 
nationality. The fourth freedom provided that the aircraft could enplane pas- 
sengers bound for the country of the aircraft’s nationality, while the fifth said 
that the aircraft could put down and take on passengers destined for, or origi- 
nating from, any other contracting state. 


7 See New York Times, July 26, 1946, p. 36. 
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The latter document, however, provides that in rendering such service, the 
carrier must use the most reasonably direct route to and from the homeland. 
Also, cabotage, which would prevent a carrier from handling purely domestic 
traffic, was specifically prohibited in the absence of a bilateral agreement al- 
lowing it. 

Article 78b of the Convention provides that all nations party to the Conven- 
tion must sign either the International Air Services Agreement or the Inter- 
national Air Transport Agreement (the five freedoms) or lose voting rights in 
the Interim Assembly and Interim Council* when any question arising from either 
of these documents is presented to them for hearing. Thirty-one nations have 
signed the first document and 19 the second. 

If the results outlined above were the only accomplishments of the Chicago 
Conference (and they are not) this conference would have accomplished more 
than the others preceding it. Besides these accomplishments, the nations were 
able to agree on a Convention of International Civil Aviation to go into effect 
as soon as the proper number of nations ratified it. The great need for im- 
mediate action, cooperatively, and the recognition that two or three years may 
elapse before the required number of states could ratify, prompted the Con- 
vention to make an Interim Agreement on Civil Aviation. 

Because of the required lapse of time between the presentation of the docu- 
ments to their respective ratifying authorities, the delegates to the Convention 
completed an Interim Agreement to come into force immediately, and to last 
until such time as the requisite number of nations (26) had ratified the Final 
Act. The Interim Agreement would not extend beyond three years. 

The Interim Agreement set up the Provisional International Civil Aviation 
Organization (PICAO), which was to consist of an Interim Assembly and an 
Interim Council. The Assembly was composed of delegates of member states, 
and each state represented on the Assembly had one vote. A simple majority 
of the members present could make decisions. The Assembly was to be con- 
vened by the Council to meet annually, though extraordinary meetings could 
be called at any time by (10) members of PICAO. 

Among the powers and duties of the Assembly were the election of its officers 
and the election of member states to be represented on the Council. It de- 
termined its own rules of procedure, and was responsible for making financial 
arrangements for the organization. Too, it examined and was to take action 
on matters referred to it by the Council. In turn, it could refer matters to the 
Council. Finally, the Assembly was empowered to deal with any matter within 
the sphere of action of PICAO not specifically assigned to the Council. 

Article III of the Interim Agreement set up the Interim Council which was 
the administrative agency of PICAO and derived its powers and authority from 
the Assembly. In the election of membership of the Council, the Assembly was 
required to consider and give representation to those states of chief importance 
to aviation; those which make the largest contribution of facilities for aviation; 
and those not otherwise included whose election would assure global represen- 
tation. 


8 See below. 
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The Interim Agreement enumerated certain specific functions of the Council. 
First the Council was charged to maintain liaison with the members for any data 
or information necessary in order that the Council may give proper consideration 
to requests and recommendations made by the members. Second, it was to be 
the agency to receive and hold for inspection all contracts or agreements made 
between members. Third, it was to supervise the work of the subordinate com- 
mittees on Air Transport, Air Navigation, and the Committee on International 
Convention of Civil Aviation. Fourth, to receive, consider, and transmit to the 
members recommended actions of the several committees. Fifth, to act as an 
arbitral body when requested to by all parties to a dispute. Finally, to con- 
vene the first Assembly under the Convention. 

The remainder of the Interim Agreement accomplished little that was not ac- 
complished by either the Havana or Paris conference, except that the agree- 
ments reached were among all of the signatory powers of the world, instead of 
on a regional or hemispheric basis. Little could be accomplished toward uni- 
fying aviation until all of the nations had signified their willingness to cooperate. 
The Interim Agreement, then, was just what its name implied, an agreement to 
be in force during the time the Convention proper was in process of ratification 
by the several states. The need for an organization was recognized by all the 
participants, but they also realized that they could not commit their govern- 
ments in advance; so the Interim Agreement was the result which set up these 
two basic organizations whose duties and functions were to be assumed by the 
permanent organizations in the event of ratification.® 

The Convention consisted of four parts: Part I—Air Navigation; Part II— 
The International Civil Aviation Organization; Part I{I—International Air 
Transport; Part [V—Final Provisions. In addition to these four parts of the 
Convention, the two agreements previously mentioned,’ and 12 annexes are the 
documents making up the Final Documents. 

Broadly speaking, Part I—Air Navigation, was devoted to the incorporation 
into this Convention of many of the better provisions of the preceding con- 
ventions. Very little new was added at this point. The coverage given this 
part may best be presented under six main topics, all of which are somewhat 
interrelated. 

1. The Application of the Convention: The complete sovereignty of the state 
was recognized. Only those aircraft defined to be civil aircraft were subject to 
the rules of the Convention. 


2. Flight Over Territory of Contracting States: States were authorized to set 


® The other portions of the Interim Agreement dealt with such matters as: (1) recognition 
of national sovereignty, and conditions under which flight over the territory of member 
states could be made; (2) measures to facilitate air navigation, which included such things 
as the maintenance of air navigation facilities, investigation of accidents, and assistance to 
aircraft in distress; (3) conditions to be fulfilled with respect to aircraft, such as documents, 
equipment, licenses; (4) airports and navigation facilities which were to be provided for by 
the council, with approval of the state concerned, in the event such facilities could not be 


provided by the state; (5) undertakings of the member states in such matters as filing of 
contracts and statistics. 


10 See p. 204 et seq. 
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up prohibited zones, but were admonished to do so with care in order not to 
demoralize the best interest of aviation by undue interference with navigation. 

As in the other conventions, the state could designate certain airports of entry 
and exit as well as the route the aircraft was to follow. The Convention, still 
recognizing the sovereignty of the state, again admonished each to serve the best 
interests of aviation by designating airports conveniently located and to estab- 
lish regulations that were consistent with the principles of aviation. 

3. Nationality of Aircraft: An aircraft was considered to have the nationality 
of the country in which it was registered. 

4. Measures to Facilitate Air Navigation: The Convention required that states 
set up proper navigation facilities so as to expedite navigation and make it as 
efficient and as safe as possible. 

5. Conditions To Be Fulfilled with Respect to Aircraft: Documents which the 
plane and crew must have were enumerated and were to be recognized by all 
states on a reciprocal basis. ' 

6. International Standards and Recommended Practices: The Convention 
adopted international standards and procedures with respect to the technical 
aspects of aviation. 

Throughout Part I of the Convention runs a thread of uniformity. It ap- 
peared quite as urgent to the delegates to the Convention to establish the privi- 
leges and rights of later parts. This is one of the great contributions that the 
Convention made to international cooperation. 

Part IlI—The International Civil Aviation Organization (ICAO) is an inter- 
national parliament set up to administer the several provisions of the Conven- 
tion. The objectives and operations of the organization and its components are 
best analyzed under four major headings. 

1. Aims and Objectives of the Organization: The aims and objectives of ICAO 
are to develop the principles and techniques of international air navigation and 
to foster the development of international air transport. 

2. The Assembly: The organization, powers, duties, and functions of the 
permanent Assembly include those of the Interim Assembly" in addition to 
others. In the first place, the Assembly may commit ICAO to cooperate on 
matters concerning aviation with any agency designed to promote peace. Sec- 
ondly, the Assembly may admit the aggressor nations to ICAO upon a four- 
fifths vote of the members, including unanimous vote of the invaded countries. 
Third, the Assembly may amend the Convention or Annexes by a two-thirds 
vote. 

3. The Council: All of the functions and duties of the Interim Council” are 
imposed upon the permanent Council, with several additions, notably in the 
form of permissive functions which authorized the Council to delegate certain 
duties relative to research to the Air Navigation Commission, as well as to 
study matters which would generally improve air services. 

4. The Air Navigation Commission: The Commission was designed to recom- 
mend modifications to the Convention or Annexes and to advise the Council 


11 See p. 205 et seq. 
12 Ibid. 
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relative to the collection and dissemination of information concerning the ad- 
vancement of air navigation. 

The Convention, recognizing that safe and efficient operation of commercial 
services depends in a large measure upon the facilities for flight, made provision 
in Part I1I—International Air Transport—for the establishment of navigation 
facilities. In the event that a state is unable to provide the facilities required 
for safe operation, the Council may, with the approval of the state concerned 
build, man, and operate at its own expense any facilities that may be desirable. 
The states that are affected by the construction and operations of these facilities 
will share the burden of cost and expenses. 

Part IV—Final Provisions does two important things. First, it allows bi- 
lateral agreements among the nations, and, second, it determines the techniques 
of settling disputes among states and sets up the machinery to handle these 
disputes. 

Neither the Paris nor the Havana conventions forbade the states party to them 
to participate in other conventions. The Chicago Convention is unique in this 
respect; it specifically states that each contracting state would immediately de- 
nounce these two conventions. Bilateral agreements, when in harmony with the 
principles set forth in the Convention, are allowed. However, if an agreement 
exists that is repugnant to the Convention, the states agreed to terminate that 
agreement as soon as practicable. In addition, any agreement in existence and 
any made in the future must be registered with the Convention. 

In the event of a dispute arising from interpretation of the Convention, 
either party may submit the case to the Council for arbitration. If both parties 
are not satisfied with the decision of the Council, the case may be appealed to 
the Permanent Court for International Justice or to an arbitral tribunal with 
the understanding that the decisions of the body appealed to are binding and 
final. If a state fails to abide by the rulings of the final tribunal, the Council 
may impose certain sanctions upon it. In the first place, the voting power of 
such a state is suspended in both the Assembly and the Council. In addition, 
all other states agree not to allow the state in default to engage in aviation 
operations over their boundaries. 

The Annexes, the International Air Service Agreement, and the Interna- 
tional Air Transport Agreement constitute the remaining documents to the 
Convention. The Annexes are technical in nature. The International Air 
Service Agreement and the International Air Transport Agreement have been 
previously discussed." 

A state may accept the International Air Transport Agreement with reser- 
vation that the fifth freedom does not apply to its acceptance. This and three 
other points are the only items of dissimilarity between the two documents. 
The second point has already been mentioned, viz., the third, fourth, and fifth 
freedoms. The third point, the denial of the privilege of cabotage unless spe- 
cifically agreed upon by the states concerned," also has been discussed. Fourth, 
all states agree to abrogate any agreements inconsistent with the document. 


13 See p. 203 et seq. 
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This was provided for in the main Convention, but is restated in this docu- 
ment. 

Was the conference in Chicago worth while? Did it accomplish anything? 
Could not its achievements have been worked out bilaterally as between nations? 
What impetus, if any, did it give to international commercial aviation? These 
broad questions, and others of a more specific nature, are those raised by students 
of aviation and international relations. 

To the first question, the answer must be in the affirmative. Any one of the 
achievements would have been sufficient basis for giving a positive answer. 

The second question also must be answered in the positive. Summarized, 
the accomplishments include: first, agreement was reached on the Annexes. 
Second, a framework was made within which international aviation could develop 
on a relatively free basis. Third, it insured that small nations would not have 
their domestic airlines eliminated by world-wide lines which would come through 
their areas attracting purely domestic traffic. Fourth, it set up an organiza- 
tion to administer the rules of the Convention, and to settle disputes. 

The third question cannot be answered with a positive and unequivocal yes or 
no, because some believe that the same accomplishments could have been 
worked out on a bilateral basis. However, it appears that the only reasonable 
reply to the question can be nothing but negative. Countries have tried this 
method since the first use of the airplane, and it resulted in private monopolistic 
privilege and exploitation.” 

The impetus given to international commercial aviation, briefly stated, is the 
framework of the Convention, and the evident willingness of the 54 nations to 
cooperate in solving mutual problems. While indications are that the Chicago 
Conference will be a success, it is still too early to evaluate it positively. 

Multilateralism has come a long way since the first conference. Each step 
in the evolution of international regulation has brought the nations of the 
world closer to more complete cooperation. Gradually, restrictive bilateral 
agreements have given way to an over-all framework which defines the “rules 
of the game.” Within this framework, the nations of the world may make 
bilateral agreements on a basis of reciprocity thai they are unwilling to make 
on a broad basis, thus maintaining effective control over their commercial 
activities. All of the problems have not been solved, but is it logical to as- 
sume that at any time all problems relating to any specific subject are solved? 
We can only say that great strides have been made in seeking solutions to as 
many of the problems as possible, constantly endeavoring to improve world 
conditions in general, and those involving commercial aviation in particular. 


18 See p. 203, supra. 

16 This paper is devoted to a study of multilateral agreements rather than those of a 
bilateral nature. For this reason, the agreements authorized and recommended by the 
Chicago Conference are not included. The principles set forth in that Conference are ap- 
plied in the Bermuda Conference signed in February, 1946 between the United States and 
the United Kingdom. The agreement reached after many discussions by the two greatest 
proponents of aviation is of great importance because it illustrates the degree of success 
of the Chicago Conference, for the agreement was made in strict accordance withits terms, 
and what is equally as important, has served as a paitern for practically all of the other 
bilateral agreements reached to date. 
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In no other part of the United States in recent years has there been so much 
foment in matters pertaining to natural resources as in the southeastern states. 
In this quarter of the country the universities, government agencies, and others 
increasingly have taken a regional point of view, recognizing that solutions to 
such region-wide problems as education, health, and industrial development, 
as well as resources administration must be sought on the basis of cooperative 
regional analysis, making fullest use of the research and study talents in the 
various states. The six reports reviewed here furnish an example of what eco- 
nomic, political science, and social investigators everywhere in the country now 
would recognize as the southern approach. 

Under various titles these studies provide comprehensive surveys of the 
administration of natural resources for six of the nine distinctly southeastern 
states. Particular emphasis is given to state activities, although federal and 
local activities are by no means excluded. In each of the states the report was 
prepared by a person or several persons associated with the Bureau of Public 
Administration, or a similar bureau, of the state university. One interesting 
sidelight was that in Mississippi and South Carolina permanent bureaus of 
public administration were established largely as a result of the project. To an 
unusual degree this project represented effective cooperation of a number of 
agencies. An outline for the whole joint project was worked out by a planning 
committee to insure uniformity of approach, content, and method. The re- 
search staffs engaged in the studies met periodically. The project was carried 
by state university staff time and money matched by a General Education 
Board grant. The Bureau of Public Administration of the University of Ala- 
bama had charge of editing the studies and seeing them through the press. 
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The Tennessee Valley Authority is to prepare a summary report for the region 
based on the separate state studies. 

At the outset the planning group wisely decided that ‘the studies would not 
attempt inventories of natural resources, but would emphasize the legal sub- 
structure of resources management, and more especially yet the organization, 
operation, and inter-relationships of the machinery created for the effectuation 
of the law.” Each report follows more or less the predetermined general out- 
line covering: (1) historical development of resources administration in the 
state; (2) current programs for land, forest, mineral, water, scenic, and wildlife 
and fish development; (3) administrative management, including organization 
and control, fiscal and budgeting, personnel and reporting; (4) planning and 
research; (5) financing; (6) administrative relationships among federal, state, 
and local governments and with private groups; and (7) summary, conclusions, 
and recommendations. 

Much has been gained and very little lost by following the same general out- 
line in each of the six studies. The fact that the resources base in each of the 
six states is similar and that their political, economic, and social development 
has been closely related makes it feasible to utilize a single approach. More- 
over, this device clearly reveals differences in administrative techniques in the 
different states. Problems and solutions may be compared. For instance, in 
the reports for Mississippi and South Carolina a new department of natural 
resources to centralize responsibility and programs concerned with resources is 
suggested. The other states already have such a department although in each 
case the department is subjected to criticism usually on the grounds that it is 
not comprehensive enough in its coverage of natural resources activities or 
that it is too unwieldy and poorly integrated with other state resources agencies. 
To take another example, the varying practices in the states with regard to 
fund financing of resources programs may be subjected to comparative analysis. 
Those states in which resources financing is hamstrung by legislative require- 
ment that certain programs be paid for out of specified funds or sources of 
revenue are contrasted with the freer situation of North Carolina where more 
of the resources financing is from general funds. Even in North Carolina it is 
recommended that any attempt to increase the number of earmarked funds 
should be vigorously resisted. 

The administrative management devices used in the different states show 
considerable range although most of the objectives are the same. The pattern 
of growth of these administrative arrangements, although varying somewhat 
from state to state, has conformed fairly well to the pattern described by Clif- 
ford J. Hynning in his study ‘State Conservation of Resources” prepared in 
1939 for the old National Resources Committee of the federal government. 
Hynning noted the progression in resources management techniques beginning 
with a simple and general legislative declaration of policy without any special 
administrative mechanism and evolving towards various types of public con- 
trol, larger units of authority, and finally to the emergence of real coordinating 
activity covering all related resources. None of the six states has yet reached 
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this last stage of administrative evolution, but the trend toward it is clearly 
present in each state. 

Those states which lack a well-developed merit system covering employees 
in various departments having to do with resources apparently feel keenly the 
need for such a system. Likewise a number of the states lack an adequate budg- 
etary control system and a central purchasing office, both of which are highly 
desirable judging from the experience of those states which have them. Each 
report emphasizes the need for expanded educational programs to broaden the 
base of accurate public information about resources conservation and use. 

A number of the states find that the integration of their resources programs 
is exceedingly difficult to achieve because of too many conflicting and over- 
lapping advisory groups and appointed boards, each of which is concerned only 
with one or two of the major resources. Moreover, the fact that in several of 
the states the governors do not have authority to regroup or at least coordinate 
activities of the various boards, means that the administration of resources is 
denied the integration which is inherent in successful solution of the problems. 
There is general agreement that programs to aid in development of minerals 
lag behind land, forest, and water programs. 

Each of the reports emphasizes the need for improved and better coordinated 
planning and research activities. A thorough integration of planning and re- 
search for resources development may be considered the bare minimum im- 
mediately desirable for each state. The Kentucky report recommends a joint — 
resource planning staff to provide a focal point for correlation of federal and 
state programs. In this respect it is interesting to note the variety of relation- 
ships between state resources agencies and state planning boards or their coun- 
terparts. In most of the states there appears to be a distressing lack of harmony 
between the planning board and the department of natural resources. Yet one 
would be entitled to expect these two agencies of state government to cooperate 
at every turn. 

In each study one of the most interesting sections deals with administrative 
interrelations among various government responsibilities, federal, state, and 
local. Over the years the financial participation of the federal government in 
state and local resources programs has increased tremendously. In recent years 
in Alabama, for example, about three-fourth of all resources administration 
funds came from the federal government, and this includes no TVA expendi- 
tures. Federal financial support to states and localities is provided chiefly as 
grants-in-aid for specific purposes under various federal laws. The state or 
locality is required to contribute a certain portion of the cost of the activity 
or to carry out the activity in accordance with certain standards. Considering 
the magnitude of the federal contribution, the actual administration of the 
federally aided programs has remained in state and local hands to a surprising 
degree. Federal programs such as those of the Soil Conservation Service or the 
Production and Marketing Administration operate through local committees 
locally selected. Most others are carried out cooperatively with the states. 
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Several states have felt embarrassment when their own state resources pro- 
grams have been warped because of the necessity for matching federal grants 
to receive full benefit from the federal programs. To a limited degree the federal 
program in such instances results in throwing the state or local program out 
of balance. However, since federal contributions to resources programs far 
outweigh state or local contributions, it would appear inevitable that the pro- 
grams cannot follow the wishes of the states and localities down to the last 
dollar. 

It is interesting to note that administrative confusion at the state level fre- 
quently is paralleled by similar confusion at the federal level. Several of the 
reports noted this in regard to the agricultural conservation programs. The 
observations here were not uniform, however. For instance, the Mississippi 
report indicated that the cluster of agricultural resources activities in the state 
university operated satisfactorily while in Alabama and Tennessee, according 
to those reports, the performance left much to be desired. Since the programs, 
as well as the needs and problems, are similar in these states, it would appear 
likely that either there were marked differences in individuals concerned with 
the programs or that the staffs working on the reports in the two states saw 
the issues in quite different lights. 

The performance of TVA in respect to state and local relations is given high- 
est praise in the various reports, especially those for the principal Tennessee 
Valley states. TVA’s stress on cooperation with states and localities and its 
unique advantage over other federal agencies in that it is authorized to con- 
sider the various natural resources of the valley as a unified whole are noted 
with approval. 

Each of the reports ends on the optimistic note that much progress in im- 
proving administration has been made in the last 15 or so years by both state 
and federal government. The achievements are not uniform among the differ- 
ent resources, however, partly because of powerful pressure groups behind 
certain programs, unevenness in federal assistance, prevalence of earmarked 
funds for specific programs, and the presence of a large number of independent 
and largely unrelated agencies. But the principal reason is that not yet is there 
a full and general acceptance of the view that all resources are intimately related 
and that the development of one involves the development of all. 

The several university and government bureaus and individuals responsible 
for conceiving and carrying out this cooperative project deserve the thanks 
of all who are concerned with the improvement of natural resources adminis- 
tration in the South and the nation. It is to be hoped that the university bu- 
reaus of public administration, or their counterpart organizations, will tackle 
other equally challenging problems. 

Council of Economic Advisers, H. Sreap JosEpH L. FIsHER 

Office of the President 
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The Economic Problems of Forestry in the Appalachian Region. By William A. 
Duerr. Cambridge, Mass.: Harvard University Press, 1949. Pp. xi, 317. 
$5.00. 

In the words of its author, “This book is aimed at defining the field of the 
economics of forestry and outlining the economic problems of forestry as back- 
ground for research” (p. v.). Descriptive material is limited to the Appalachian 
region (Kentucky, North Carolina, Tennessee, Virginia, and West Virginia), 
based on data for the years adjoining 1940. The problems presented are said to 
be typical of other regions. No attempt is made to consider problems which 
are interregional or international in nature. One wonders to what extent these 
problems of the Appalachian region are typical, and what effects more recent 
events may have had on some of the conditions described as problems with 
reference to these data. 

The introduction considers forestry economics in the abstract. Forestry situa- 
tions involve biology, engineering, and economics; whether the situation con- 
stitutes an economic problem must be determined by comparison with an ob- 
jective standard. The standard, or goal, set up by the author for each forestry 
situation is its largest possible contribution toward the maximization of social 
income (in the sense used by Pigou). The goal must be maximum social income 
for the economy as a whole, not for the forestry segment alone. It is even less 
appropriate to try merely to maximize incomes of individuals or firms within 
the forestry field. According to this definition, any forestry situation constitutes 
an economic problem if it fails to help maximize social income. 

Forestry is a relatively small portion of the total economy. The author be- 
lieves it is one of the more competitive segments of an economy characterized 
by monopolistic tendencies. These monopolistic tendencies must be curbed 
and the rest of the economy moved toward the same goal before forestry can 
fully reach it. The book describes primary problems without suggesting solu- 
tions. But one underlying thought seems to be that private interests will not 
be able to solve forestry economic problems in a socially satisfactory manner. 
Some form of government activity will be needed to insure that the forests 
contribute their proper share toward a properly maximized social income. 

The Appalachian region and the five “provinces” into which it is divided for 
the purposes of this book are described and their general land use problems 
suggested in the first two chapters. Problems of forest-land management and 
timber management receive attention in the next two chapters. A mass of 
statistics is handled in an unusually interesting manner, and the author paints 
a word picture which enables the reader clearly to visualize the setting in which 
the problems unfold. The next five chapters are devoted to problems in the 
marketing of forest products. The author feels that solutions to the economic 
problems of the forests as a generic resource must be preceded by solutions of 
the problems involved in marketing forest products. The final chapter studies 
the consumption of forest products and the growth and drain of forest resources. 
Thirty-four tables and 12 figures present basic statistics in a useful manner, 
and an appendix deals with definitions of forestry economics and with the 
quantitative place of timber in the economy. 
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The author does a good job of describing the conditions and (according to 
his definition) the economic problems of forestry in the Appalachian region in 
the years adjoining 1940. One may not agree entirely with the definition of a 
forestry situation which constitutes an economic problem, and one may find 
the facts somewhat changed since 1940; but economists and others should be 
stimulated by this book to undertake research leading toward solutions of the 
economic problems of forestry. 


University of Alabama Rosert H. Van Vooruis 


United States International Timber Trade in the Pacific Area. By Ivan M. Elchi- 
begoff. Stanford: Stanford University Press, 1949. Pp. xvii, 302. $7.50. 
The author follows Bertil Ohlin’s thesis that ‘everything depends on every- 

thing else in economic life.” As a result, the scope and content of United States 
International Timber Trade in the Pacific Area are much broader than the title 
implies. The volume includes: Part I, a description and analysis of the develop- 
ment of the United States international timber trade with emphasis on the 
United States timber exports to the other Pacific countries; Part II, the inter- 
relationship of the development of the timber trade, land uses, forest resources, 
general cost levels, population growth, and industrial development in 27 Pacific 
countries; Part III, forest and related policy in all countries of the Pacific area; 
pulp, paper, and chemical developments and costs of production, lumber prices, 
and trade in the United States, and ocean transportation in the Pacific. 

The central thesis of the book is that the lumber industry in the northwest 
United States is a domestic industry and the exports are incidental to produc- 
tion for the internal market. The author finds that exports as a rule have “re- 
sulted not from planned foreign-trade enterprises but from overproduction and 
overcapacity plus the necessity of finding markets at any price.” The belief is 
expressed that in two to five years the United States will be glad to have an 
opportunity to export timber and that the trade probably will be determined 
by buying limits or ‘‘effective”’ demand by China, Japan, and other Far Eastern 
countries. 

A reviewer less sympathetic with the Ohlin approach would severely criticize 
the presentation of such a vast amount of subject matter in this study. This 
reviewer agrees with W. B. Greeley, vice president of the West Coast Lumber- 
men’s Association, who states in the foreword: ‘The author’s observations and 
personal views are discursive and sometimes debatable.’’ However, the inclusion 
of this statement is of credit to the publishers. 

Those familiar with the remarkable developments within the southern pulp 
and paper industry will be disappointed to learn that the author spreads his 
knowledge rather thinly in chapter XXI, which is concerned primarily with an 
analysis of this southern industry as it is related to international timber trade 
in the Pacific. Throughout this chapter Elchibegoff refers to and analyzes the 
southern industry as being a sulphite rather than a sulphate industry. This is 
indeed a serious error and is quite inexcusable in view of the fact that within 
chapter XXI there are a map and table, taken from the United States Depart- 
ment of Agriculture Forest Service, which clearly indicate that the southern 
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pulp mills are predominately sulphate. This, together with several minor tech- 
nical bibliographical errors, tend to make one skeptical of other unfamiliar and 
less available material and data. 

In spite of what has been said in the two preceeding paragraphs, Elchibegoff 
has made a substantial contribution in a field remarkably void of any statistical 
and economic analysis. The tremendous effort that went into this work is ap- 
parent in both the content and bibliographical sources consulted. The author 
will achieve his hope expressed in the preface: “that this book may prove to be 
a valuable contribution to timber economics for students of economic geography 
and agricultural and forest economics, as well as for research workers and busi- 
nessmen planning to engage in export trade.” 

Readers of this journal should see that a copy of this book is placed in their 
institutional library. This will become a standard reference work on forests, 
forest policy, and timber trade. Fortunately, the gap that has existed in the 
area of world forest resources should begin to be closed with the establishment 
of the Division of Forestry and Forest Products of the Food and Agricultural 
Organization. The work of this organization and its publications are growing. 
Those interested in this field should secure a copy of Forest Resources of the 
World, published by the F.A.O. 

University of North Carolina Outn T. Movuzon 


International Control of Sugar, 1918-41. By B.C.Swerling. Stanford: Stanford - 

University Press, 1949. Pp. 69. $1.00. 

International Control of Sugar, 1918-41 is No. 7 in the Commodity Policy 
Studies of the Stanford Food Research Institute. Since the sugar situation at 
the end of World War II is strikingly similar to the situation at the close of 
World War I, the purpose of this study is to seek out the lessons of the inter- 
war period and to understand the international sugar economy. The reader 
will agree with the author that such knowledge is necessary if future sugar 
policy is to be intelligently directed. 

The “understanding” and “‘lessons’’ of the interwar period are pursued by 
an analysis of: The Economic Aspects of Sugar Production; The Structure of 
the International Sugar Trade; Sugar Consumption Prices and Stocks; Cuba in 
the World Sugar Economy; The International Sugar Agreement of 1931; and 
the International Sugar Agreement of 1937. 

In a final chapter, Determining Factors in International Sugar Control, the 
author concludes: that nationalistic policies have been the plague of the sugar 
industry; that “international agreements have been the child, not the father, 
of governmental interference in the sugar industry,” and that international 
sugar controls have been largely free of many faults common to commodity 
agreements, since consumer and importer country interests have not been 
ignored, prices have been stabilized rather than lifted, consumption might have 
been raised, and ‘‘quotas have served less to freeze obsolete trade channels than 
to perpetuate international intercourse.” A final conclusion is drawn that all 
the elements are present for a depressed postwar sugar industry and that once 
these postwar sugar surpluses become a reality, ‘‘a new international agreement 
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would be a minor encumbrance upon a world sugar industry to which economic 
liberalism has long since become a stranger.” 

International Control of Sugar, 1918-41 is recommended for those interested 
in economic theory, international trade and commercial policy, as well as for 
commodity policy specialists. Students of commodity control schemes, even 
though they may not agree with some of the author’s specific conclusions, will 
find in sugar another “lesson” that multilateral international action is prefer- 
able to inevitable, unilateral national actions. Intergovernmental commodity 
studies and arrangements are now being coordinated by the Interim Committee 
for International Commodity Arrangements under the general principles of 
chapter VI of the International Trade Organization Charter. However, the 
establishment of the International Trade Organization should implement this 
step forward in the “intelligent direction’ by integrating commodity policy 
with other international trade policy. 

University of North Carolina T. Movuzon 


Labor in Postwar America. Edited by Colston E. Warne and others. New York: 

Remsen Press, 1949. Pp. xii, 765. $7.50. 

Our lectures would profit markedly if we could have handy, when giving 
the elementary course in labor problems, a yearbook broadly surveying devel- 
opments in each phase of recent industrial relations. The book reviewed here 
pretty much fits that bill. One of its aims is to provide a useful reference volume 
for teachers and students of labor relations. It does this successfully although 
its organization does not especially lend itself to use with labor textbooks. 

This title is the second in a series. The first was called a ‘‘yearbook,’’ War 
Labor Policies (Volume I, Yearbook of American Labor), published by the Philo- 
sophical Library in 1945. The second, published this year, and covering 1945 
through 1947 and a part of 1948, does not use the word ‘“‘yearbook” in its title, 
but, like its predecessor, it consists of short articles by over 35 specialists. These 
contributors are drawn mainly from academic life, with a sizable addition from 
government, especially from the U. S. Department of Labor. Union research 
directors are noticeably absent. The few union economists who contributed to 
the first volume are not in the second. Both volumes have Colston E. Warne as 
chairman of a board of editors, and Katherine DuPre Lumpkin as managing 
editor. 

The foreword of Labor in Postwar America discusses briefly the Institute of 
Labor Studies, created in 1939 to promote research, which has sponsored this 
series. The institute does not plan to issue a volume for each calendar year. 

No individual discussion of the 32 specific articles can be given here. But they 
seem to be on the whole surprisingly well done. All are informative. Some are 
valuable analytically. The tone is objective throughout, that is, currently ac- 
cepted academic views are faithfully represented. Many, even most, of the 
contributions are interesting and readable. Despite the basic need to condense 
and compress, very few are dull. Almost anyone with an interest in a major 
phase of current labor problems would find these volumes helpful. 
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The book’s first of six parts describes the general situation in the period just 
after the war, touching on decontrol of wages and prices, on new developments 
in union agreements, and on the policies of the AFL, of the CIO, and of em- 
ployer organizations. The second part reviews, with statistical attention to the 
facts, such basic elements as hours, earnings, employment, and prices. 

Developments in labor legislation are summed up in Part III: Taft-Hartley, 
conciliation and arbitration, wage and hour laws, social security, the Employ- 
ment Act of 1946, and guaranteed wages. The countermarch in labor legisla- 
tion is discussed, and the recent activities of the Supreme Court. Part IV deals 
with labor relations in 10 key industries, including coal, steel, railroading, and 
the maritime industry. Aircraft and shipbuilding, included in the 1945 volume, 
are omitted in 1949. Surveys now added are those on printing, communications, 
meat packing, lumber, and the garment and automobile industries. 

Covered in Part V are the labor problems of special groups, namely, women, 
children and youth, professional, clerical, agricultural, and Negro workers. 
This part ends with two items on labor relations in American-occupied Germany 
and Japan. Part VI is a conclusion, giving a “balance sheet of labor.” The 
volume’s 760-odd pages are rounded out with four appendices and a sizable 
index. 


University College, Rutgers O’ConNoR 


Economics of the Labor Market. By Joseph Shister. Chicago: J. B. Lippincott 

Co., 1949. Pp. xxiii, 590. 

This text is intended for a basic one-semester course in labor economics. 
The reviewer considers it an outstanding—even superlative—work. If the main 
criteria of a text are readability and teachability, Mr. Shister’s book should 
stand in the front rank of economics texts. 

In making his work teachable, Mr. Shister has avoided two pitfalls common 
to many current economic publications. On one hand, he has not attempted to 
gather together all of the details, statistical or other, relevant to the subject. 
On the other hand, he has eliminated the minute refinements in economic 
analysis so bewildering to the beginning student and so deadening to a lively 
interest in economics. This is not to say that such details and refinements are 
unimportant, but to declare rather that such matters should be left to the more 
advanced students. In pruning his work to a readable form, Mr. Shister has 
not sacrificed profundity nor has he made the issues seem simpler than they 
actually are. This reviewer believes that a large number of students will be 
stimulated by his text to look further into the issues raised—to acquire a lasting 
interest in labor problems. 

Part One of the text is descriptive of the American labor force, emphasizing 
broad trends in the size of the force, the degree of mobility, and the industrial 
distribution of labor. Part Two deals with the institutions of the labor market: 
the local unions, the nationals, the federations, management, and the govern- 
ment. In these two parts, Mr. Shister has succeeded in organizing his material 
around significant concepts which the student will retain. Part Three is devoted 
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to the theory of wages and the theory of employment. The section on wages is 
a splendid achievement in the blending of theoretical economics with the actual 
observable patterns in the labor market. This section will be the most difficult 
reading for the student, but, perhaps, the most rewarding, in helping him bridge 
the difficult gap between economic analysis and practice. The section on em- 
employment theory is largely post-Keynesian in tone and unhesitatingly rec- 
ommends government intervention to stabilize employment. Those in disagree- 
ment with this point of view may find this advocacy a defect, but the issue is 
an important one and deserves the attention given it here. 

There is very little to be said in criticism of the text. The reviewer would 
prefer an even greater emphasis on the human relations point of view developed 
by Mayo, Roethlisberger, Selekman, and others. For example, in his discussion 
of industry-wide bargaining (pp. 156-157) Shister overlooks the human problem 
of achieving local adherence to a national agreement. Local revolts against 
national agreements are becoming an increasingly difficult problem in Great 
Britain, and may prove to be a serious defect in national bargaining. Local 
workers seem to lose the sense of participation when agreements cover too 
broad an area. In one or two places, Shister appears to obscure arguments 
against certain types of union activity by presenting counterarguments of his 
own. For example, in discussing control of output (p. 194) he argues that “‘if 
a union imposes costs on the employer through control of output rules, it can 
obtain that much less in the form of other concessions—say wage increases.” 
He presents some analysis to support this view, but the reviewer is inclined to 
be skeptical. In the main, however, the author maintains an objective attitude, 
leaving the drawing of conclusions to the reader. 

At appendix contains a series of thought-provoking questions, useful for 
class discussions. 


University of Kentucky W. WarrEN HayNEs 


Impact of Taxes on Industrial Pension Plans. By Rainard B. Robbins. 

New York: Industrial Relations Counselors, 1949. Pp. 82. $2.00. 

Labor unions are currently shifting the emphasis of their demands on manage- 
ment from wage increases to security measures such as retirement pensions. 
The air surrounding the collective bargaining table is filled with charges that 
top management officials are well provided with lucrative retirement pensions 
while the rank and file are provided with little or no pensions. 

This pamphlet presents a timely and important study on one phase of the 
pension problem, the effect of taxes on pension plans. The author points out 
that only 1,465 industrial pension plans had been established in this country 
prior to 1942, and that 5,397 such plans were created between 1942 and 1946. 
This phenomenal growth since 1942 was undoubtedly influenced in part by the 
high tax rates of that period. 

Although federal tax legislation has tended to encourage the creation of 
pension plans, the author questions whether the proper types of plans have 
thus been encouraged. The normal desire of many employers is to provide 
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primarily for the supervisory force in establishing a pension plan. To counter 
this possibility, the tax law provides that employer contributions to a pension 
plan are only deductible from gross income for income tax purposes if the pen- 
sion plan does not discriminate in favor of any group of employees. Neverthe- 
less, the author concludes that the purpose of Congress is not being realized 
and that the actual effect of superficially nondiscriminatory plans is to dis- 
criminate against the lower paid employees. It is this latter group which has 
the highest turnover in any organization, and yet the law permits the approval 
of pension plans for tax purposes even though pension rights are forfeited under 
the plan if employment in the organization has been less than perhaps 5 or 10 
years. Under these circumstances, it is possible for an employer to create a 
nondiscriminatory plan which will have the effect of benefiting the supervisory 
force at low cost to the employer, because of the high rate of withdrawal of 
the rank and file with the resulting forfeiture of their pension rights. The author 
feels that the only solution for this problem is a vesting provision in pension 
plans, a solution which will certainly be hotly debated in the collective bargain- 
ing process. 

The author examines many facets of the impact of taxes on pension plans 
with penetrating analysis and provocative recommendations. His work has 
significant interest for management and labor groups and for all interested 
observers. 

University of North Carolina GeRALD A. BARRETT 


Industrial Psychology and its Social Foundations. By Milton L. Blum. New 

York: Harper & Bros., 1949. Pp. 518. $4.50. 

This book is a respectable contribution to industrial psychology. The social 
emphasis found throughout is well developed. An evaluating, critical approach 
to psychological techniques and developments is helpful. Topics seldom found 
in books of this field add materially to its value. The author goes beyond the 
usual strong emphasis on testing, opinion surveys, rating, and employment: 
his consideration of time and motion studies, advertising, selling, and consumer 
research show a broad concept of industrial psychology; the effects of job loss 
on the unemployed is a thought-provoking section. Illustrations and examples 
employed generously throughout the work are excellent. 

The critical approach is carried through in a friendly, informal, understand- 
able style. For instance, in blasting assertions made for the “scientific” paint- 
ing of walls, ceilings, machinery, et al., he writes: ‘As far as preposterous claims 
and unsubstantiated allegations are concerned, the so-called ‘color specialists’ 
are eligible for the grand prize.” As to the effects of color on production, 
accuracy, and absenteeism, he considers the field ‘‘a greater unknown than 
music, noise, or illumination.’”? The healthy emphasis on avoiding any over- 
simvlified formula is good: the complexity of people and the need for treating 
them as such is brought out again and again. 

As with many books attempting to cover a broad field, the work has its bright 
and blind spots. There is nary a word on employment interviewing, discipline, 
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and grievances. And yet the author attempts to cover such highly technical 
subjects as job evaluation and such distantly related labor relations topics as the 
history of government and labor with a history of the labor movement thrown 
in for good measure. True, a social approach might justify a study of the labor 
movement but not in the bare, chronological treatment found herein. A number 
of the topics are treated superficially, with little helpful data: wage incentives 
are difficult to cover in such a work; monotony is glossed over with little of a 
constructive nature; job training could have incorporated many learning princi- 
ples although Professor Blum does bring out good points on overstress of the 
plateau in learning and on the problem of accuracy vs. speed in training. He is 
perhaps necessarily vague on rest periods but has little data to back up a state- 
ment such as: “For most jobs a 10- to 15-minute rest in mid-morning and mid- 
afternoon seems to bring the best results.” The “Leadership” chapter could just 
as well have been left out with its generalized do’s and don’t’s. 

On the other hand, a number of the chapters are extremely well handled. The 
Hawthorne studies are well summarized. “Job Satisfaction” and nonfinancial 
“Incentives” chapters are very good, especially the critical evaluation of atti- 
tude and other job satisfaction tests. The function of groups is well brought out 
in the time and motion study chapter. Although ‘‘Accidents” concentrates 
unduly on highway problems, much of the material can be carried over to indus- 
trial accident prevention, and the discussion on proneness as an overrated factor 
is well done. The chapters on testing contain good analyses with helpful guides 
for the adaptation of testing programs in industry. Publicity and public relations 
are treated only as consumer relations with little treatment of their place in em- 
ployee and community relations as such. Chapters on advertising and selling 
cover mainly basic psychological principles, with the author’s usual competent 
treatment of surveys. 

University of North Carolina R. P. CaLtHoon 


Foundations for Constructive Industrial Relations. By R. Carter Nyman. New 

York: Funk & Wagnalls Co., 1949. Pp. xiv, 209. $2.85. 

Professor Nyman has had extensive practical experience in his field as well 
as the benefit of association with economists, sociologists, physiologists, psy- 
chologists, and psychiatrists. His opinions and recommendations, therefore, are 
worthy of serious consideration. 

The author’s thesis is that the scientific method has not been applied widely 
enough in the field of human relations in industry; that the claimants to the 
product of industry depend upon arbitrary authority, legal compulsion, pater- 
nalism, and, when forced to do so, upon collective bargaining. The author makes 
the statement that an applied science of administration similar to modern engi- 
neering science is needed in the field of employer-employee relations, and he sets 
out not only to explain the basic principles underlying such a science but also 
to describe in understandable, specific language the structure of a practical 
system which could be erected upon the basis of the principles developed. He 
uses diagrams in a masterly fashion. Though Professor Nyman draws heavily 
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upon the concepts of Mary Parker Follett and Elliott Dunlap Smith, his work is 
nevertheless original and refreshing. 

After developing a psychological and sociological interpretation of the reac- 
tions of human beings, the author reasons that man’s relationship to, and de- 
pendence upon, man is today our greatest problem. These relationships and 
dependencies can be turned into constructive channels through the application 
of the “‘principle of integration.’’ The principle can be applied only where the 
integrity and self-respect of the individual have been assured, and only after 
long and careful research and education. Integration involves the idea that only 
circumstances beyond man’s control can subject him to true compulsion; within 
the field of man’s influence over his environment and over other men common ob- 
jectives can be decided upon and a plan of action agreeable to all can be de- 
veloped. The principle of integration is dependent, the author emphasizes, upon 
mutual understanding, emotional and intellectual maturity, and cooperation 
aimed at competition within an established framework of agreement and law. 
The fact that application must be made in a highly dynamic situation is fully 
recognized, and proper provision is made in the structure erected for an ever 
changing situation. A concise analysis of the powers and the position of manage- 
ment is presented, and the relationships among capital, labor, and government 
are summarized. 

Professor Nyman has in his excellent little volume only one basic point with _ 
which one might disagree. He has implicitly made the assumption that people are, 
in the last analysis, rational rather than emotional; that, when properly educated 
by a group of exceptional leaders, people will set aside the short-run gain for the 
distant objective. The book is written with the viewpoint of the businessman in 
mind, and the theorist, perhaps, will be dissatisfied with its lack of technical 
jargon and with the occasional dogmatic statement. One can, in addition, almost 
accuse Professor Nyman of the fallacy of reasoning from the part to the whole, 
and from time to time of building an argument containing a neglected aspect. 
However, the author’s clear and lucid style, his emphasis upon the practical 
aspects of social interrelationships, the continuity of his argument, and his excel- 
lent coverage of an extremely difficult subject make the reading of his book well 
worth the slight effort it involves. Seldom does one find in such a limited space so 
excellent an integration of several fields of the social sciences as he finds here. 


Texas Western College, Joun H. D. SPeNcER 
University of Texas 


Laborin Norway. By Walter Galenson. Cambridge: Harvard University Press, 

1949. Pp. 373. $5.00. 

This book is the first study in English of the Norwegian labor movement and 
the present condition of industrial relations in that country. The author, who 
served as labor attaché to the American Embassy in Oslo in 1945 and 1946, has 
done more than give a history of the iabor movement in Norway. Using that 
history as background, he has analyzed the problems of collective bargaining 
under a labor government and economic planning. 
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Labor in Norway should interest not only labor economists but also students 
of government and comparative economic systems. The author discusses the 
concomitant development of the economic labor movement and of the political 
labor movement. In Norway these two have retained autonomy although most 
of the trade union leaders are associated with the labor party. 

To American students perhaps the most notable fact about the Norwegian 
trade union movement is its high degree of centralization. Used as we are to the 
autonomy of the national union and in some instances even of the local union, 
it is especially interesting to note the power of the Federation of Labor in all 
matters pertaining to collective bargaining. Equally unusual to American stu- 
dents is the concentration of power for collective bargaining in the hands of the 
Norwegian Employer’s Association. We seem to fear industry-wide collective 
bargaining, while in Norway such bargaining seems to be taken for granted. 

Professor Galenson points out, however, that through the years the legislative 
framework for collective bargaining has been so expanded and the industry-wide 
agreement so widely used that less and less of the local labor contract has to be 
settled at the bargaining table. The chapters on collective agreements are of 
considerable interest in describing both the standard clauses and the deviations 
found in local agreements. In the light of our current arguments about the closed 
shop, it is interesting to note that union security in Norway is not an issue and, 
as the author says, ‘“The unions enjoy what is practically a closed shop by virtue 
of almost complete organization of the trade while employers have not been 
obliged to yield on a matter of principle” (p. 206). Perhaps more important than 
employer opposition to the closed shop has been the opposition of the Federation 
of Labor itself to any such restrictions. ‘“Trade unions,”’ says the Federation, 
“must always base their organization upon the principle that new members shall 
come in of their own free will and their conviction of the union’s significance” 
(p. 207). 

Two particularly interesting pieces of legislation are carefully analyzed and 
evaluated by the author. One of these, the Boycott Court law, sought to regulate 
the use of the boycott in labor disputes. Passed in 1933, this law made certain 
uses of the boycott absolutely illegal, gave the Court authority to approve the 
boycott in certain cases, and gave the employer the protection of advance notice 
with prior mediation before any boycott could be legally undertaken. This law, 
considered by labor to be class legislation, was greatly modified in 1947 by 
the labor government. 

The Labor Court is the second interesting innovation in Norwegian labor 
relations. This court, established in 1915 “is the cornerstone of the prevailing 
system of labor-management relations” (p. 237). The Court’s function is to 
adjudicate ‘‘disputes over contract rights that could not be settled by the volun- 
tary machinery provided by the parties themselves.’”’ Naturally, the work of this 
court, which already fills 30 formidable volumes, is not completely analyzed 
in this book, but the author has given an adequate account of this successful 


Norwegian experiment in compulsory arbitration of disputes arising under labor 
contracts. 
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The concluding chapters of the book deal with the postwar economic struc- 
ture, postwar wage determination, and the position of unions under a labor 
government. The three chapters are an excellent analysis of trade unionism under 
economic planning in a society which still retains its democratic institutions and 
procedures and in which the great bulk of the national output is produced by 
private enterprise seeking profit. Professor Galenson’s description of the com- 
plicated details of Norwegian economic planning leaves the reader wanting to 
paraphrase Scott, “Oh, what a tangled web we weave, when first we practise’ — 
economic planning. 

Of even greater interest to students of labor economics is the author’s descrip- 
tion of the changes which must take place in labor’s thinking when the labor 
party assumes the responsibilities of government. Trade unionism deals with 
collective bargaining and conflict and “the Norwegian trade union movement 
was no more prepared than would be its counterparts in other countries to assume 
the functions of government suddenly thrust upon it” (p. 317). The trade union 
movement has had to reorient its thinking on such things as wage policy, indus- 
trial disputes, and productivity. Yet at the same time organized labor has had to 
remember that in a democracy changes in government may again make the 
labor movement a militant organization. 

Professor Galenson has not preached a sermon, but he certainly has shown 
interesting parallels between Norway and the United States and, as the jacket. 
‘“‘blurb” says, the author presents “‘some highly suggestive material for approach- 
ing the solution of our own labor problems.” 

Duke University Frank T. DE VYVER 


Delivered Pricing and the Future of American Business. Washington: Chamber of 

Commerce of the United States, 1948. Pp. 232. Paper, $1.50. 

Fourteen representatives from business, government, law, and education were 
invited to discuss the economic implications of delivered pricing from the stand- 
point of business in general, the Federal Trade Commission, the steel industry, 
regional and local interests, and the competitive enterprise system. Their ad- 
dresses constitute the bulk of this book. 

The proceedings uncovered many shades of opinion on this warm, if not still 
hot, problem. In terms of conciseness and substance many of the papers do not 
compare with either the Chamber’s pamphlet, Delivered Pricing and the Law, or 
the Federal Trade Commission’s Statement of Policy Toward Geographic Pricing 
Practices. However, the reader will find a representative cross section of the 
opinions which have flowed with flood proportion from the Cement decision. 

Confused and unrealistic, the business-legal “party line” contends that: (1) 
the Federal Trade Commission is a power-mad agency unrestrained in the is- 
suance of final judicial decrees; (2) only f.o.b. mill pricing is lawful; (3) sys- 
tematically arranged long-run price stability and short-run competitive price 
are identical; (4) various techniques of nonprice competition absolve the monop- 
olistic effects of price agreements; (5) an industry-wide system of basing point 
prices reflects lively competition; (6) legal uncertainty has turned the American 
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enterprise lion into a business mouse; (7) the Constitution of the United States 
is no longer the ‘“‘Supreme Law of the Land’’; (8) the nation’s productive facilities 
will be disastrously dislocated, making all areas poorer and none richer; (9) 
freight absorption is illegal; (10) only cost accountants determine the location 
of America’s productive capacity. 

Contrary to popular caricature, the professors and government representatives 
are clearer and more realistic than the business-legal group. They contend that: 
(1) the Federal Trade Commission cannot issue general industry orders, but 
must move with evidence against specific parties who may rebut the evidence 
and appeal its orders for reversal in the courts; (2) though probably discrimina- 
tory, many types of freight absorption are not unlawful, per se, because of a less 
than substantial effect on competition; (3) an increasingly rigid and durable 
structure of price uniformity justifies an inference of conspiracy; (4) meeting 
competition and systematically matching prices must be differentiated; (5) 
delivered pricing as such was not at issue in the basing point cases. In the Cement 
case it was part of an intricate system designed to reduce competition; (6) 
interpretation of law in the area of business conduct is almost always uncertain; 
(7) the Supreme Court ruled that evidence in the basing point cases indicated 
monopoly; (8) the legal interpretation that only f.o.b. pricing is legal is ques- 
tionable; (9) historically, the basing point system does not represent a natural 
evolution of competition. 

Without deliberately plying the extremities, the above paragraphs reasonably 
represent the viewpoints in this book. Thus the reader can pick and choose his 
own company. 

The business-legal argument contains much nonsense. The dangerous implica- 
tions of a pricing system which holds hands with monopoly will sometime (if 
they have not already) become apparent to a common-sense electorate. 

Three university economists correctly recognize that private business controls 
are apt to be the forerunners of government controls. In other words, the free 
market economy can be wrecked from within as well as from without. For its own 
good, business needs fewer eager individualists and more top managers with a 
broad economic outlook. The real backers of a competitive economy stand out 
on the pages of this book. 

No argument occurs over the outer limits of the problem—competition is good, 
monopoly is bad. The unanswered questions are those of degree. How much 
competition is good? At what point does competition become unworkable, hence 
undesirable? 


University of Tennessee Kart A. BorDECKER 


Planning and the Price Mechanism: The Liberal Socialist Solution. By James 
Edward Meade. London: George Allen and Unwin, 1948. New York: Mac- 
millan Co. Pp. xiv, 130. $2.50. 

J. A. Meade, who until recently was one of the leading economists in the 

British Labor Government, has managed to outline within little more than a 

hundred pages a program for socialism which must all but disarm the critics of 
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that system. The program rests upon two measures: the application of the price 
mechanism over large areas of the economy in order to assure an efficient em- 
ployment of resources and to make possible an optimum allocation of consumer 
spending; and the use of fiscal measures to stabilize employment and real income 
at a high level. The result is an unusually good tract on applied economics. Its 
ingenuity, the force of its argument, and clarity of expression are quite in har- 
mony with the excellence of his first book, An Introduction to Economic Analysis 
and Policy, a textbook but a rare one indeed. 

The author’s economic goals are stability of employment and income, equity 
in the distribution of income, and the elimination of private monopoly power. 
In order that the current disguised inflation in Britain be eliminated, he urges 
that the government postpone as many capital and current expenditures as 
possible, that it dissuade private business from deferrable investment by punitive 
taxation, and that the short-term rate of interest be raised. Greater justice in 
the distribution of income can be secured, he submits, by raising inheritance 
duties and by providing equal educational opportunity. Meade also considers, 
rather gingerly, the idea of a capital levy, but on this point his customary clarity 
deserts him, and one is not certain whether he thinks it desirable or not. 

In order to eliminate private monopoly, he suggests five lines of action: the 
withdrawal of government support to schemes for rigging the market; positive 
legislation to enforce competition; the reduction in product differentiation | 
through consumer education and discriminatory taxes on senseless advertising; 
socialization of industries in which competition is economically impossible; and 
limiting the size of trade unions to the number of workers in a single plant (with 
no interplant collusion of course). 

The book ends with some ingenious (and complicated) proposals for commercial 
policy. Meade’s long-range objective is a restoration of Britain’s traditional 
policy of free trade. His main concern is, of course, the immediate problem of 
providing equilibrium in the balance of payments which calls for eliminating 
short-term indebtedness and reducing the accumulation of sterling balances held 
by foreigners. The immediate problem he would solve by removing inflationary 
conditions from the domestic market, which have made exports less profitable 
than domestic sale, and by controlling capital exports through directing exports 
on current account to hard currency markets and by raising the rate of interest. 
Meade is quite averse to direct controls, preferring to use them only as a last 
resort and then in a very modified way. If fiscal measures are inadequate, he sug- 
gests the auctioning of import licenses and (with many qualifications) a deprecia- 
tion of the pound. 

Now there is so much about Meade’s position which is consonant with the 
traditional liberal view of economic policy that the nonsocialist must be a little 
disarmed by it. Meade asserts that a desirable economic system must provide 
freedom, efficiency, equality, and security. He submits that most of these can be 
secured by the price mechanism combined with liberal fiscal measures. Even his 
belief in public enterprise as a means of eliminating private monopoly is not open 
to fundamental objection. What Meade proposes is a mixed economy, which 
every system necessarily must be. 
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But everything turns on the mixture, as another Englishman (John Jewkes) 
has said. And in compounding the ingredients of policy we must decide in which 
order our objectives are to be served. It is to Meade’s credit that he explicitly 
declares his main concern is for equality and security. Although his policy would 
not neglect other values, it is designed to serve these first. He recognizes that we 
cannot have all things in the same measure, that if we try, we very well may find 
ourselves with the worst of a variety of worlds. Yet this recognition is not carried 
into his specific measures of policy, so that one wonders if his proposals would 
not, after all, bring about the very things he wants most to avoid. 

The difficulty is most apparent in his proposals for redistributing income and 
wealth. In order that efficiency not be impaired, he would provide all persons with 
an equal opportunity to acquire income. The freedom of inheritance would be 
drastically diminished and equal educational opportunity created. This is really 
such an oversimplification of the problem of economic equality (quite apart from 
its social ramifications) that it is decidedly erroneous, and a society which ex- 
pected success from these measures surely would be disappointed. The greatest 
inequalities come from differences in the value of labor services, which have a 
fortuitous origin, and this reviewer does not see how such earning capacity could 
be equalized without abolishing the family. No one in the liberal tradition has 
yet cared to pursue the matter that far. Education may mitigate some of the 
worst features of the problem, it may make the educated person feel his chances 
are better, but beyond this it cannot go. 

There is another fundamental problem which Meade’s book does not take 
into account. David McCord Wright has demonstrated, in his recent book, 
Democracy and Progress, that an economy in which real per capita income is 
increasing brings with it almost inevitably a large amount of insecurity. Now a 
system which desires to bring greater material benefits to the mass of men cannot 
eschew economic change; indeed, it must encourage change in order that the 
benefits will become constantly larger. Yet such change will work injury to inno- 
cent vested interests. The hardship may be somewhat diminished. But security 
cannot be guaranteed for all men without calling a halt to progress. 

I do not mean to say that the enterprise economy in its pursuit of freedom and 
efficiency produces the best of all possible worlds and that all of its misfortunes 
are necessary evils. It is rather that the remedies which Meade advances are 
much more limited than states. He has of course tried to write a short book (which 
is no slight virtue) and many details had necessarily to be omitted. Perhaps he 
will amplify the ideas in Planning and the Price Mechanism. One hopes that he 
will and that these matters can then be discussed more fully. The consistency of 
his position with that of nonsocialists indicates that agreement among economists 
is not as difficult as appearances often suggest. 

The University of Illinois in Chicago Witu1am D. Grampp 


The Economic Theory of Cost of Living Index Numbers. By Melville J. Ulmer. 
New York: Columbia University Press, 1949. Pp. 116. $2.00. 
After the late unpleasantness concerning the cost-of-living index in which the 
measure, quite literally, lost its honest name, Dr. Ulmer’s monograph appears 
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at an opportune moment. The author, a ranking U.S. Department of Commerce 
official and professor at American University, offers a penetrating study of the 
economic theory of cost of living indices (not a description of statistical techniques 
and current measures). The book contains important new findings, gives a critical 
survey of previous contributions, and opens new fields of theoretical and prac- 
tical study. Its mathematics are simple, the theoretical treatment is as lucid as 
it is rigorous, and the practical side is never left out of sight. The monograph 
should therefore satisfy the general economic reader as well as the specialist in 
the field. 

Dr. Ulmer is rigorous from the start. His first concern is with the theoretical 
requirements for definitions in economic statistics; the concepts of ‘demand 
curves” and “index numbers” serve as suggestive examples. Such definitions 
must be “operational,” leading to definite procedures for obtaining unique meas- 
urements; and they must incorporate the specific economic purpose the measures 
are to serve. Thus an index number that uniquely measures the cost of maintain- 
ing a given real income under varying relative price structures but constant 
tastes and environment (or any similar concept) is a “true” index number which 
may serve as a standard of reliability for practical approximations. 

The author’s main new contribution, offered in chapter IV, lies in the proof 
that the deviation of Laspeyre’s and Paasche’s formula from the “true” index 
numbers is (a) measurable and (b) probably small if not negligible even in the 
case of changes in real incomes as well as in relative prices; a case hitherto con-— 
sidered intractable and invalidating these measures. This important result 
vindicates the almost universal use of Laspyere’s formula and opens new avenues 
to the testing of its reliability. 

Dr. Ulmer rejects the family budget approach, mainly for practical reasons, 
though he recognizes its possibilities. His technical summary of the relevant 
work of Koniis, Staehle, Frisch, and Wald (Appendix A) is very useful indeed. 

A thoughtful discussion of the assumptions of constant tastes and environment 
leads to concrete suggestions for the construction of cost-of-living indices for 
occupational groups other than wage earners, for different regions, and for a 
national index of definite if limited economic meaning. According to the author, 
“tastes” and “environment” change much less than is commonly assumed, 
changes in the availability and quality of the goods priced do not necessarily 
present unsurmountable statistical obstacles, and therefore cost-of-living indices 
may be confidently used for relatively long periods even though their weighting 
had to be adjusted to changing conditions. But that is true only as long as the 
basic patterns of consumption are not disturbed by major national emergencies; 
their sudden change during the last war “would have vitiated any attempt to 
measure changes in the cost of living for wage earners’”’ even if prices could have 
been correctly determined (p. 98-100). 

These conclusions, however, are less important than is the author’s careful 
study of the factors upon which any evaluation of cost-of-living indices depends. 
To understand the reliability and limitations of these indices, the user must 
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familiarize himself with these factors. In this task, Dr. Ulmer’s book should 
prove most helpful. 


University of Georgia Grecor SEBBA 
You Can’t Win: Facts and Fallacies About Gambling. By Ernest E. Blanche. 

Washington: Public Affairs Press, 1949. Pp. 155. $2.00. 

Most of the popular games are discussed, including craps, poker, horseracing, 
roulette wheels, pinball machines, bingo, chain letters, and confidence “games.” 
The author usually explains the method of playing the game, the odds against 
the player in an “honest”? game, and underhanded tricks whereby the odds 
against the player are increased. The writer does not show that a player of 
superior skill can’t win consistently at an honest bridge or poker game. Ques- 
tions are answered which the reviewer has often been asked, such as: Why can’t 
you be assured of a small gain in an honest game by always doubling your bet 
against the house until fortune smiles; what is the probability of drawing 13 
spades in a bridge game; what are the odds against the tosser in a crap game? 

This is a book on consumer economics. The operator certainly can and does 
win. But even he may be caught by the Law, fined and imprisoned for violating 
the gambling laws, and then fined and imprisoned some more for income tax 
evasion. 

The author’s style is simple, clear, and entertaining; very little knowledge of 
mathematics is required. 

University of North Carolina Duptey J. CowpEN 


The Animating Pursuits of Speculation: Land Traffic in the Annexation of Texas. 
By Elgin Williams. New York: Columbia University Press, 1949. Pp. 230. 
$3.25. 

The Animating Pursuits of Speculation is, as the subtitle indicates, a study of 
land traffic in the annexation of Texas. The title is taken from a letter of Sam 
Houston. This book is not, and does not purport to be, a history of the annexa- 
tion of Texas, nor for that matter is it a history of land speculation connected 
with annexation. Rather, in the words of the author, “‘it is a study of the attitudes 
of some of the prominent men of affairs in Texas and the United States who were 
‘interested in’ Texas lands during the period of annexation.” The prominent 
men range from such household figures as Andrew Jackson, Sam Houston, and 
Nicholas Biddle (Jackson and Biddle were together on this issue, both strongly 
favoring annexation, while Houston, at least for a time, opposed the move) 
down to many who, at least to the present reviewer, are being introduced for 
the first time. But that is of little consequence. The book is more psychological 
than historical and the motivating forces of less well-known people are perhaps 
just as significant(if not more so because there are so many more in this latter 
group) as are those of the titans. And it is somewhat comforting to know that, 
insofar as the data presented in this book are concerned, there seems to be little 
difference between the attitudes expressed by and the forces activating the well 
known and the less well known. 
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By describing the attitudes of the men involved in Texas land speculations, 
Professor Williams hopes to make “a contribution to the redefinition of the 
entrepreneurial function.” He is of the opinion that ‘far from being the means 
to an end which economic theorists have made it out to be, traffic in values ap- 
pears a self-sufficient, fascinating and colorful end-in-itself.”” This may well be 
true; and many of the quotations contained in this book—and it is heavily though 
interestingly interlaced with them—perhaps bear out this contention. But the 
making of money, and seemingly the desire for money, is so closely interwoven 
into the activities that are here discussed that it is still an open question as to 
whether men engage in “the animating pursuits of speculation” for the money 
that is in it, or for the fun of it, or just for the simple hell of it. 

University of Florida Joun B. McFerrin 


Our National Debt: Its History and Meaning Today. By the Committee on Public 
Debt Policy. New York: Harcourt, Brace and Co., 1949. Pp. xviii, 182. $2.50. 
Public Finance and National Income. By Harold M.Somers. Philadelphia: The 

Blakiston Co., 1949. Pp. xii, 540. $5.00. 

The many persons who applauded the publication in 1946 through 1948 of 
the seven monographs on the national debt by the Committee on Public Debt 
Policy will welcome their appearance in a single volume. Data have been cor- 
rected and brought up to date. Certain changes in the wording of text material 
have been effected, and an index appended. 

In his text, Dean Somers has selected as his primary objective the study, by 
means of the techniques of contemporary economic theory and analysis, of the 
impact on our economy of the traditional components of public finance—ex- 
penditures, taxes, debts, intergovernmental relations, and fiscal policy. The 
author abstracts largely from administrative problems, politics, history, legal 
issues, nontax revenues, and explicit normative formulations (he does have a 
chapter on tax reform), but by a relatively rigorous, realistic, nondogmatic 
analysis aims to supply the student with those minimum essentials by which 
alone can he safely exercise intelligent value judgments. While the book is com- 
paratively comprehensive, its author recognizes the many complexities involved 
and regards his conclusions, at least in part, as preliminary and nondefinitive. 

Possibly some students (so-called) will fail to receive this book with enthu- 
siasm. The learning level required is high, but such is probably true of any 
economic analysis worthy of the name. For example, the author finds it expedient 
to emphasize the various concepts of the Multiplier and the Accelerator. It may 
be contended that even today it is possible to teach public finance without the 
use of these concepts, but granted their usefulness, it should be obvious that if 
employed with little learning they are exceedingly dangerous tools. But the 
serious student should have little difficulty in following the analysis; its logical 
development is clear. If desired, the detailed topical outline may be supple- 


mented; this is facilitated by the unusually large number of bibliographical 
references cited. 


id 
ag 
"4 
zit 
yi 
+ 
oth 
: 


BOOK REVIEWS 231 


Perhaps it is not amiss to say that certain particular statements may be re- 
garded as defective. For example, the marital deduction (Sec. 812e, I.R.C.) did 
not “for all practical purposes” in effect double exemptions and halve rates (p. 
292) except in the limiting case. Again, the author finds Sec. 102 adequate to 
prevent avoidance of personal income tax liability (p. 291), but a little later he 
says it is not an effective safeguard (p. 317). Further, he apparently believes it 
probable that the rate of capital formation would be increased if cyclical fluctua- 
tions could be damped (p. 205). Also, he fails to define the term “balanced bud- 
get”’ (annual); the casual reader may be led to infer that the term has a unique 
and unambiguous meaning (pp. 492-512). 

Dean Somers has written an economics text on public finance, one competently 
executed on a logical framework. It should be favorably received. 

Davidson College A. G. GRIFFIN 


Principles of Retailing. By Fred M. Jones. New York: Pitman Publishing Corp., 

1949. Pp. xii,651. $5.00. 

This book is an attempt to provide, as the author states, ‘a textbook for the 
first course in retailing at the college level.” In contrast with most of the books 
available for this purpose, this text gives more attention to the problems of small 
stores and of stores in small cities. The textual materials are presented under 
eight headings: Introduction; Organizations; Establishing a Store; Buying; 
Pricing; Selling; Planning and Control; and Financial. 

A list of questions and set of problems follow the principal chapters. Many good 
questions are posed but too many are of the text-review type. The problems repre- 
sent a better selection and require further study and analysis for the preparation 
of satisfactory solutions. Unfortunately, the author has failed to include a 
bibliography, and he has used footnotes too sparingly. In a text of such broad 
coverage, it is especially important that other sources of information be sug- 
gested for study and comparison. 

It is difficult to prepare a beginning text in the retail field that will meet satis- 
factorily the needs of any large number of universities and colleges, for the ob- 
jectives of this course and the conditions under which the course is offered vary 
so widely. Professor Jones is aware of these differences, and has attempted to 
prepare a book to meeta variety of situations. Laudable as such an attempt might 
be, the outcome of this multi-approach is not entirely satisfactory. 

As might be expected in this approach, the author encounters difficulty in 
treating adequately the many topics. In some cases he has been compelled to 
abbreviate materials to such an extent that the discussion becomes little more 
than a mere outline; in a few instances the discussion is so brief that the student 
might draw an erroneous inference. Some topics have been omitted or given only 
passing mention. Examples in these groups are: receiving, checking, marking, 
delivery service, returned goods, and customer relations. 

Although the number of pages given the various topics does not necessarily 
constitute a valid measure of balance, the number does suggest the relative 
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emphasis and depth of coverage. Buying and selling, admittedly the principal 
functions of the retailer, are discussed in 126 pages. Types of retail stores are 
given 44 pages. This material duplicates in large part that which the student has 
covered in the usual prerequisite course, but in some respects, the coverage of this 
topic is not as complete as in most of the beginning marketing texts. Personnel 
and expense control, which present some of the most important and most complex 
problems in present-day retailing, are discussed in 19 pages and 14 pages, re- 
spectively. Agreement with respect to the balance of materials will thus depend 
upon the objectives of the initial retail course, other courses offered in this and 
allied fields in the curriculum, and the prerequisites established for registration 
in the retailing course. 

Instructors who offer the retailing course early in the curriculum, and those 
who desire a text that places more emphasis on the problems of small-scale re- 
tailing, will find this book worthy of consideration as a basic text. The materials, 
although abbreviated more than many instructors desire, are well written and 
are developed in logical order. 

University of North Carolina C. H. McGrecor 


Controllership in Modern Management. Edited by Thornton F. Bradshaw and 

Charles C. Hull. Chicago: Richard D. Irwin, 1949. Pp. xi, 241. $4.00. 

In his preface to this assembly of nine sections, each by a different author, 
Mr. John H. MacDonald, past president and past chairman of the Board of the © 
Controllers Institute of America says, ‘“This work . . . is the first step in a com- 
prehensive long-range plan of the Controllers Institute of America and the 
Controllership Foundation, the research arm of the Institute, to bridge the gap 
between the theory and the practice of controllership.” 

Professor Bradshaw of the Harvard Graduate School of Business Administra- 
tion and Mr. Hull, director of education for the Controllers Institute of America 
as editors have assembled an array of authors whose contributions to the purpose 
of the volume glitter with their respective competence and achievement. And the 
breadth of their experience in education and in business at-its-best provides the 
prerequisite for confidence in their observations and standards. 

As the authors perform their separate tasks, the reader gradually becomes 
aware that the controllership function is in ascendency with its growing con- 
sciousness of expanding professional responsibility. This responsibility arises 
out of the increasing demand for competence in thinking in human qualitative 
areas and areas external to the business unit, as well as in internal and quantita- 
tive areas. The demands upon the controller stem from creditors, customers, 
competitors, labor, government, stockholders, and the general public, as well 
as from management. An understanding of those demands and the capacity to 
act rests on a knowledge of standards (including purposes and policies, though 
immeasurable), and skill in detecting the need for change in standards. 

And the realization that management’s decisions rely increasingly not only 
on the reports of fact, but also on their analysis and interpretation, brings with 
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it apprehension over the shortage of competent personnel to assume the greater 
burdens of controllership. The history of controllership to date suggests that 
steps are being taken and will be broadened to meet the need. 

For the economist and accountant who wants to grow with interest in the use 
of principle, and for control personnel in management who can use some profes- 


sional inspiration, this volume sets its quota of high standards to show “‘what 
ought to be” in controllership. 


New Orleans, Louisiana Rosert W. ELsasser 


Managerial Control of Business. By George T. Trundle, Jr., and S. A. Peck. 

New York: John Wiley and Sons, 1948. Pp. viii, 408. $5.00. 

The authorship of this book might be regarded as a corporation rather than 
two individuals. The authors describe themselves as editors and list as contribu- 
tors the staff of the Trundle Engineering Company. This company is designated 
as the copyright owner of the book. 

The book itself is essentially an outline of the whole field of industrial manage- 
ment in which the control of operations is given major emphasis. It is addressed to 
business men and managers, and attempts to treat the subject from a practical 
rather than a theoretical or philosophical point of view. It is, therefore, not de- 
signed as a treatise for economists or a textbook for college students. However, 
both these groups may find it useful as a check-list of activities carried on in an 
industrial enterprise and a summary of the best modern management techniques. 

To the industrial manager this volume is a source of expert opinion on the 
various methods of controlling the activities of a manufacturing enterprise. It 
does not attempt to review the “‘pros and cons” of the various methods which 
may be used, but rather states in a positive manner the opinions and preferences 
of the authors. Although this approach may appear to be somewhat dogmatic 
in some instances it is the result of an attempt to be sincere in giving the reader 
the full benefit of the authors’ broad experience. The authors also point out many 
pitfalls and limitations in the application of the methods explained, many cases 
where the manager might do well to rely upon his own experience and judgment 
rather than follow literally the procedures recommended in this book. 

University of Alabama E. H. ANDERSON 


Plant Production Control. By Charles A. Koepke. 2nd ed. New York: John 

Wiley & Sons, 1949. Pp. vi, 568. $5.50. 

This is the second edition of an outstanding text and reference work in the 
field of industrial engineering or, in the college of business administration, that 
of industrial management. 

The text has undergone a rather thoroughgoing revision. The author has rear- 
ranged the material extensively, thereby correcting the main weakness of the 
original edition, which suffered from poor organization. Nowhere is there a more 
extensive treatment of the general subject of production planning and control. 
As a matter of fact, so many related activities are discussed that one might well 
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quarrel with the author over whether or not the title of the book is a misnomer. 
A better title might well be “Plant Management,” as is indicated in the follow- 
ing paragraph by the scope of the material covered. 

Chapters I through III are introductory while chapter IV deals with “Organi- 
zation for Production Control.’ Chapters V through XIII, in the author’s 
words, “‘discuss preliminary analysis, standardization, and preparation consid- 
ered desirable for good production control.”” Chapters XIV through XVI “dis- 
cuss functions closely associated with production control’? and chapters XVII 
through XXV “are directly concerned with production planning and control.” 
Thus, 10 chapters of the 25 in the book really deal with “‘the heart of the matter.” 
This statement is, however, somewhat less than fair to the author in view of the 
fact that, in discussing associated activities, he stresses the relationship of each 
to the planning and control functions. 

However, where an introductory course is given in the general area of indus- 
trial management, much of Mr. Koepke’s material will be redundant in a further 
specialized course in production control. This, of course, can be remedied by 
dropping the material on maintenance, purchasing, inventory control, inspection, 
and the like. 

A second criticism of Plant Production Control is directed against what this 
reviewer feels is an undue emphasis on the engineering aspects of the subject. 
That the routing function of production planning is one which requires technical 
training, especially in metal processing industries, cannot be denied. Thisisrecog- © 
nized in industry by having routing done by process engineers attached to the 
engineering department. There is, however, no compelling requirement for 
engineering training in scheduling, dispatching, and follow-up. This also holds 
true for routing in nontechnical industries. 

The author frankly identifies his book as an industrial engineering text, ap- 
parently failing to realize that many curricula in colleges of business adminis- 
tration contain offerings in production control which are designed to train indus- 
trial management students in planning and control principles and procedures. 
To the teacher using Plant Production Control in such a course falls the task of 
supplying an antidote for what one might call this engineering bias in the author’s 
treatment of the subject. 

Despite these shortcomings, the reviewer’s experience in teaching and prac- 
ticing in the field during the past eight years leads him to believe that this book is 
the best text available on this subject. 

University of Tennessee Auten H. Keatty 


The Economics of Industrial Management. By Walter Rautenstrauch and Ray- 
mond Villers. New York: Funk and Wagnalls Co., 1949. Pp. xxi, 451. 
$5.00. 

This book is essentially a revised edition of Economics of Business Enterprise, 
written by the firstnamed author, in 1939. Much of the material of that work has 
been taken over verbatim and many of the illustrations are the same. However, 
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the order of presentation and the organization of chapters are quite different and 
much new material has been added. 

The chief contribution of the present volume is its explanation of the various 
applications of the break-even chart. This chart, which shows the interrelation- 
ships of total fixed and variable costs and income at various levels of output has 
proved a most useful tool in analyzing the financial results of business operations. 
It is a much more useful technique than the cost curves plotted on the basis of 
unit costs and prices commonly used by the economists, since the product of 
many companies cannot be measured in homogeneous units of any kind. 

Another topic treated quite effectively is the cost of interest on the investment 
in determining present values and the relative worth of alternatives. Even so, 
however, the authors back down when they come to the question of the inclu- 
sion of interest on owner’s capital in the cost of production. They prefer to follow 
accounting practice rather than economic theory, which would remunerate 
capital from all sources alike. 

The preparation of questions and problems on each chapter serve to adapt the 
volume for textbook purposes, and the many mathematical formulas and exam- 
ples of the use of tables and charts make of it an excellent reference book. 

University of Alabama E. H. ANDERSON 


Airport Management. By JohnH. Frederick. Chicago: Richard D. Irwin, 1949. 

Pp. 316. $4.00. 

The present period of relatively unsubsidized private flying gives rise to the 
need for clear and constructive thinking on problems of airport management. 
A valuable contribution to a rapidly expanding field of study, this book covers 
the usual range of subject matter pertaining to airports and their management. 
The chapters on sources of income and the chapter on liability and insurance will 
prove particularly useful to the airport manager. 

The discussion is, however, devoted to the problems of the medium and large 
airports to such an extent that one might gain the impression that most of our 
airports handle commercial cargo and passenger planes and are recipients of 
revenue from this source. Perhaps the most serious problems exist with regard to 
the small fixed base operator who is a very important link in a chain and whose 
disappearance from the scene would have a very detrimental effect on private 
flying. Until the small airport becomes a part of the small town community 
center, and therefore is considered one of several types of recreation available 
in a given area, it will probably have difficulty in justifying its existence in the 
eyes of city administrators. Therefore it is felt that more emphasis should have 
been given to the small airport which is largely dependent on the immediate 
community. 

The discussion of airport accounting is excellent but it pertains to municipal 
airports which, in most instances, have trained accountants available to them. 
A simple accounting system, replete with forms, and adapted to the needs of the 


many private airport owners and lessees might well have been appended to this 
book. 


236 BOOK REVIEWS 


This reviewer is aware of the difficulty involved in treating all airport problems 
in an exhaustive manner. This book will, as was no doubt intended by Dr. 
Frederick, provide the framework for an excellent discussion of the subject in 
formal classroom teaching, and probably its larger use will be as a textbook rather 
than as an airport manager’s handbook. 

University of Miami Gienn A. Scorr 
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ALABAMA 


Economic activity in Alabama continued to decline during the second quarter 
of 1949. However, the index of industrial production prepared by the university’s 
Bureau of Business Research for May stood at 183.1, reflecting a slight increase 
over the February index. This seems to be due largely to the fact that operations 
in the iron and steel industry in the state continued at capacity levels. Other im- 
portant industries, which enter into the composite production index, experienced 
a further slowing down in production activity. The most notable of these were 
textiles, coal mining, and lumber. Cotton consumption and coal production were 
each 22 per cent below May 1948 levels. The Alabama production index is down 
10 per cent from the postwar peak reached in December 1948. Production levels 
for the state in May compared very favorably with those for the country as a 
whole. The Federal Reserve Board’s index of industrial production was 174 for 
May, which is 11 per cent below the postwar peak of 195 reached in November 
1948. 

Declining employment activity also points to the weakness which has charac- 
terized manufacturing in the state throughout most of 1949. On the basis of 
preliminary estimates, manufacturing employment during the second quarter 
was 5 per cent below that of the first quarter and 7.5 per cent under the second 
quarter of 1948. The decline in unemployment which was expected to result from 
a spring seasonal upturn did not materialize. The losses in employment during 
the second quarter were most pronounced in textiles, lumber, coal mining, and 
foundries. Unemployment in the Birmingham labor market in June reached ap- 
proximately 6 per cent of the area’s total labor force. Initial claims for unemploy- 
ment compensation, which serve as a rough indicator of ‘new unemployment,” 
were higher during the second quarter than at any time since the early months 
of the transition period immediately following the end of the war. 

Retail prices, as reflected by the Bureau of Labor Statistics’ Consumer Price 
Index for Birmingham, during the second quarter showed a slight rise over first 
quarter prices. The decline in retail prices for Birmingham from June 1948 to 
June 1949 amounted to only 1.5 per cent, and the drop from the August 1948 
peak was 4 per cent. Prices received by Alabama farmers during the second 
quarter of 1949 declined 0.7 per cent from first quarter prices. However, farm 
prices in the state for the second quarter were 14 per cent below those for the 
corresponding period a year ago. 

There is evidence also that incomes have fallen somewhat during the second 
quarter. Average hourly earnings for manufacturing workers are down slightly 
from first quarter figures. This is due largely to a decrease in the average number 
of hours worked. On the basis of preliminary data, it appears that there has been 
relatively little improvement in the real income position of wage earners in the 
state during 1949. Farm income is also down. April 1949 income was 31 per cent 
below that for March largely as a result of a decline in the volume of farm mar- 
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ketings but, in part, due to declining prices. Perhaps of greater significance is 
the decline of 7 per cent in farm income for April 1949 as compared with April 
1948. 

Retail sales in Alabama, estimated on the basis of a maximum sample of 
identical firms, behaved rather erratically during the first four months of 1949. 
February and April showed declines from the previous month, while March regis- 
tered a substantial increase. In contrast to the Alabama pattern, estimates indi- 
cate that retail sales for the United States showed increases for each of the months 
February, March, and April. 


University of Alabama Laneston T. HAWLEY 
FLORIDA 


The state legislature adjourned June 3 at the end of its regular 60-day session, 
after passing a record $240,000,000 general fund appropriation act and several 
other laws affecting the state’s economy. Low prices over three preceding years 
for the citrus crop, which were temporarily relieved last winter by bad weather 
in California and Texas, forced the enactment of additional legislation affecting 
that industry. This took the form of tighter restrictions to prevent the marketing 
of immature fruit and compulsory grade labeling for processed citrus products. 
Some elements in the industry fought the passage of this act and will probably 
contest it in the courts before it is applied to this fall’s crop. With stricter state 
regulation and over 80 per cent of the state’s production now signed up by the’ 
recently formed Florida Citrus Mutual, the industry hopes to provide orderly 
marketing and insure stable prices. 

After many years of heated discussion and piecemeal action, the legislature 
voted to fence livestock off the public highways of the state after July 1, 1950. 
This law should be a boon to the state’s tourist industry through greater safety 
on the nighways. At the same time it will encourage more orderly development 
of the state’s cattle industry, even though it handicaps the small landowner 
who has allowed his stock to roam at will. 

Although the legislature approved appropriations amounting to 40 per cent 
more than the state is spending during the 1947-49 biennium, chiefly for schools, 
colleges, and welfare, no additional taxes were adopted. The prospective deficit 
will be $60,000,000 for the two-year period, which would force a drastic cut in 
state services. While awaiting a call by Governor Warren for a special session 
of the legislature, a highly vocal “economy bloc” carried on a running attack on 
the state administration during the summer. At this writing (July 20) no date 
had been set for the session. 

University of Florida C. H. Donovan 


GEORGIA 


Both treasury receipts and budget allotments in Georgia continued to increase 
during the fiscal year which ended June 30, 1949, according to a report on the 
financial condition of the state recently issued by the state auditor. Total re- 
ceipts for the year were $109,981,071, as compared with $108,299,859 last year 
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and $98,663,509 for fiscal 1947. Budget allotments were $108,360,424 for 1949, 
$106,713,320 for 1948, and $89,471,270 in 1947. The resulting operating surplus 
of $1,620,647 increased the total cash surplus accumulated i: recent years to 
$6,153,984. Of this surplus the auditor had this to say: ‘“The statement of a 
surplus at June 30, 1949 is mathematically correct, however, it is the opinion of 
your State Auditor that this fund is not available for increased cost of govern- 
ment, that this amount and more is necessary to cushion against the loss of 
revenue this next fiscal year which will possibly not be reflected until the income 
tax payment date March 15, 1950.” 

The largest revenue producer continued to be the motor fuel tax, $38,198,936 
being collected from this source, an increase of $952,830 over last year. If to this 
is added $4,129,514 in motor vehicle license taxes and $815,239 from drivers’ 
licenses, over 41 per cent of the state’s revenue is seen to be derived from motor 
vehicles and their use. Revenue from the income tax amounted to $26,998,757 
for 1949 as compared with $29,039,889 last year, reflecting the influence of the 
decline in business activity. Even so, approximately one-fourth of the state’s 
income came from this source. The various taxes and fees on alcoholic beverages 
produced $14,044,381, about one million dollars less than in 1948 and almost four 
million less than in 1947. Other important revenue sources included the cigar 
and cigarette tax, $8,326,602, and various business taxes such as the insurance 
tax, the utility tax, occupation and corporation taxes, which together amounted 
to $6,303,035. The general property tax raised $5,579,247, or about 5 per cent of 
the total. Revenue from each of these sources was slightly higher than in the 
previous fiscal year. 

As in 1948, approximately 90 per cent of the state’s expenditures in 1949 was 
for education, highways, and health and welfare. A total of $50,363,303 was 
allocated for education, $25,835,587 for highways, and $20,168,074 for public 
health and public welfare combined. Comparable figures for 1948 were $47,363,- 
023, $26,867,242, and $17,971,494. Thus somewhat more was allotted for educa- 
tion and health and welfare services, and somewhat less for roads, than last year. 

In spite of the surplus shown at the end of the fiscal year, the financial affairs 
of the state are not in sound condition. The school authorities say that at least 
$30,000,000 more than last year is needed in that area alone. Old age pen- 
sions were cut toward the close of the last fiscal year to keep within allotments, 
and the poor condition of many of the roads in the state has received wide com- 
ment. The state auditor has forecast a drop in revenues from existing levies. As a 
result, in spite of a negative vote last spring on a referendum to authorize the 
levying of some $45,000,000 of additional taxes to finance an expanded program 
in the above areas, the Governor in July called the General Assembly into special 
session and pushed through an emergency tax program calculated to raise ap- 
proximately $20,000,000 in order to avert a serious financial crisis. The gasoline 
tax was raised from 6 to 7 cents a gallon, taxes on wine and beer were doubled, the 
cigarette tax was increased from 3 to 5 cents per pack, and the corporation income 
tax boosted from 5} to 7 per cent. 


Emory University ALBERT GRIFFIN 
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KENTUCKY 


The old constitutional salary limit for public officials in the state bobbed into 
the news again as a result of a Court of Appeals decision holding that city school 
superintendents and their business managers cannot be paid more than $5000 a 
year. County school superintendents had been held subject to the limitation in 
1930. The court in a separate opinion went so far as to say that if the matter 
should be brought up it would hold presidents of state schools to be likewise sub- 
ject to the limitation. 

* * * * * 

Old-age payments are now being made to 29.5 per cent of all persons 65 years 
of age or older. Payments last May averaged $20.80 though actually no one 
received that exact amount as payments are in even numbersof dollars. The range 
is from $1 to $30, the maximum under state law. A map prepared by the Depart- 
ment of Economic Security showing density of claims by area reveals that the 
old people in the southeastern section of the state are the heaviest benficiaries. 
In one group of three counties 62.5 per cent of persons 65 or older were receiving 
pensions. A group of northern and northeastern counties had the lowest per- 
centage, 13.5, receiving payments. 

* * * * * 

The Court of Appeals has upheld Kentucky’s law requiring that wages paid on 
public works must be at least as high as the ‘‘prevailing wage’’ in the locality 
where the work is done. The “prevailing wage’”’ is determined by the state agency 
awarding contracts for all projects financed by tax money. The law provides that 
the scale shall be based on union rates, if any, and, if not, the general wage levels 
are to be the guide. In many areas where union rates are only nominal such an 
arrangement would appear to be excessively costly to the taxpayer and to include 
economic rents in the compensation of local workmen obtaining the jobs. 

* * * * * 

Only Texas and Georgia have the doubtful honor of having more counties 
than Kentucky. For whatever honor third place carries, it is worth noting that 
all but four of the 120 counties are solvent beyond question. Even the four are 
not in bad shape, as they have made definite arrangements for paying off. A 
decade or more ago the picture was different. When a county got into debt then 
most anything could happen and the situation often became so entangled as to 
appear hopeless. Such arts as expert consolidation, refunding and budgeting 
were beyond the knowledge or experience of many county administrators. The 
county debt act of 1938 has worked startling improvements. Among other things 
the act made the local finance officer in the Department of Revenue the agent 
of sinking fund operations in the counties. There has been a steady clearing of 
old defaults and a restoration of county credit. 

University of Kentucky RopMAN SULLIVAN 


MISSISSIPPI 


Mississippi’s 82 counties in 1940 had outstanding $41,554,918 in road bonds, 
most of which had been issued for the construction of gravel roads. Many of these 
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roads have been abandoned. In the past eight years the counties have made a 
substantial reduction in this road debt, the amount outstanding at the end of 
1948 being only $22,230,353. Thus there was a net reduction of $19,324,565 or 
46.5 per cent. In 1940 only two counties had no road bonds outstanding; at the 
end of 1948 seven more, or a total of nine counties had none. In addition, four 
other counties had less than $10,000 outstanding and of these one had only $500. 
Only eight counties increased their road debt during this period. 
* * * * * 

Owners of separate mineral interests under lease who relied upon the decision 
of the Mississippi Supreme Court in Smith County Oil Co. v. Simpson County, 
200 Miss. 18, and failed or refused to pay ad valorem taxes on such interests, 
now find that decision overruled in Bailey v. Federal Land Bank of New Orleans 
(April 25, 1949) and such ad valorem taxes due. In the former decision the court 
“held that the owner of a separate mineral interest under lease, where the lease 
is assessed for ad valorem taxes, had either an interest in minerals under the 
surface which cannot be inspected and appraised for taxation or a royalty in the 
minerals when produced which does not become assessable for ad valorem taxes 
until produced and brought to rest upon the surface.”’ The latter decision, how- 
ever, specifically overruled this and held that even though the lease on land is 
subject to separate assessment, this does not relieve separately owned mineral 
interests from assessment. The fiscal significance of this latter decision, in so far 
as future ad valorem taxes are concerned, is minimized by legislation exempting 
mineral interests from ad valorem taxes after January 1, 1947, conditioned upon 
the payment of a mineral documentary tax. 

* * * *« * 

Mississippi is finding that industrialization brings problems as well as benefits. 
The plant of the largest employer in the state, The Masonite Corporation of 
America, has been closed by a strike since April 1. This plant, located at Laurel, 
Mississippi, normally employs approximately 3,300 people and is the dominant 
economic factor in the community. The strike (at this writing now in its 16th 
week) is having serious repercussions on all business activity in the community 
and has taxed credit sources to a maximum. The striking union is the Interna- 
tional Woodworkers of America (CIO) and the dispute arose over a new contract. 
The basic issues appear to be seniority rules governing layoffs, management 
security, and a wage increase. Several attempts at mediation have proved unsuc- 
cessful. 


University of Mississippi Davin McKInnEy 
NORTH CAROLINA 


In July 1949, as this report is being written, factory employment in North 
Carolina is running 11 to 12 per cent below the high level of a year earlier and 
the number of persons receiving unemployment compensation is three times 
as large. The heaviest unemployment is found, of course, among workers in the 
textile industry. There is considerable opinion, however, to the effect that tex- 
tiles do not have much further, if any, to go in making their adjustment to the 
conditions of the buyers’ market. 
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With agriculture still highly prosperous by virtue of government support of 
prices, with building holding up quite well, and with retail trade showing only 
very moderate declines from last year’s high levels, one discerns no particular 
lack of confidence in the business future. Indeed, the evidence is that the psy- 
chology of inflation still holds the people in rather firm grip. 

On June 4 the voters approved a state bond issue of $200,000,000 to build 
secondary roads and one of $25,000,000 to aid the counties in building school 
houses. The principal cities voted heavily against the road bond issue, but the 
rural areas were able to overcome their opposition by a comfortable margin. The 
actual building of roads under this program is not expected to get under way 
before the beginning of 1950, but the prospect is exhilarating and undoubtedly 
contributes to the feeling that good times are ahead. 

County and municipal budgets for the fiscal year just beginning generally 
show increases, occasioned chiefly by increased salaries for public employees and 
by expansion of welfare functions. To some degree these larger budgets are sup- 
ported by a higher tax base of assessed property valuations, but increases in local 
tax rates have not been uncommon. 

Davidson College C. K. Brown 


SOUTH CAROLINA 


Since textile manufacturing is by far the largest industry in this state there 
is encouragement in the prediction that some measure of recovery in textile 
production is now in order. Increasing mill activity is already (August 1) being 
reported. 

Growth in textile mill products since 1939 is outstanding. In value added by 
manufacture the gain in 1939-1947 was 404.7 per cent in South Carolina as 
compared to 1934 per cent for the nation as a whole. Paper mill products in- 
creased 319.0 per cent as compared to a national average of 223.8 per cent. Chem- 
icals, processed foods, lumber and wood products also gained at a relatively high 
rate. 

The economic outlook for South Carolina agriculture is bright. Crop prospects 
are about the best on record. The outlook for corn is for the highest yield per acre 
and second highest total yield. The development of hybrid seed has been some- 
what slow but acreage planted has increased from 2.5 per cent in 1946 to 6.5 per 
cent in 1947, 14.0 per cent in 1948, and 22.5 per cent in 1949. Tobacco promises 
a record yield per acre and the third largest crop. Cotton, wheat, and peach 
products are below with milk and egg production above average. 

Clemson College W. T. Ferrier 


TENNESSEE 


Business men have been keeping a watchful eye on the reserve Tennessee keeps 
to pay benefits to unemployed workers in the face of a continuing drain upon it 
during the first half of 1949. Unemployment benefit claims have been on the 
increase during the period. This rise has not been a steady increase, but up and 
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down many times during the six-month period. Throughout the entire period, 
however, the trend has been gradually upward. The largest layoffs were in the 
garment, chemical, and quarrying industries. 

The Tennessee Employment Security Act establishes a floor of $50 million 
and a tentative ceiling of $100 million for the state unemployment compensation 
reserve fund. If the reserve had been below $100 millions on June 30 last, the 
payroll tax rate of each Tennessee employer (except those few already paying 
the maximum rate of 2.7 per cent of their taxable payrolls) would have been 
increased by one step in the schedule of tax rates. These rates range from } of 
one per cent to 2.7 per cent, with an average of 1.31 per cent. 

If taxes had been increased, it was feared that it would discourage employers 
trying to maintain a good level of production, since it might place some Ten- 
nessee employers at a disadvantage in competing with employers in other states 
not subject to such a tax increase. Furthermore, such an increase would tend to 
reduce the number of jobs or the total volume of employment available, the bulk 
of production and the margin of profit, and thus reduce the employers’ taxpaying 
ability which depends upon those factors. 

The Tennessee Taxpayers Association during May and June promoted a move- 
ment among business firms for payment in June instead of the customary July 
in order to keep the fund above the minimum. The Solicitor General of the state 
had ruled such funds acceptable and creditable to the reserve fund “provided 
no employer made a payment for more than his payroll tax actually accrued up 
to the date on which he made his payment.” 

As a result of their efforts and the cooperation they received, the state’s re- 
serve fund for compensating involuntary unemployment showed a total at the 
close of the state’s fiscal year on June 30 of approximately $100,700,000. Conse- 
quently, the present payroll tax rates assigned to employers will continue for one 
fiscal year without increase. 

Tennessee’s tax collections hit an all time high of $143,240,207.55 for the 
fiscal year ending June 30, an increase over the previous year of $11,408,360.93. 
The collections included $42,770,091.94 from the 2 per cent sales tax, an increase 
over last year of approximately $1,680,000, or approximately 4.11 per cent. 

The state ended the year with a record general fund surplus of between $7,500,- 
000 and $8,000,000. The general fund is the only state fund in which deficits have 
have been incurred in past. This resulted from the state’s inability to meet cur- 
rent obligations from current revenues. To meet deficits, the state issued deficit 
or funding bonds. Beginning in 1937 and continuing to date, the state has oper- 
ated on a state budget system under which a balanced condition has been main- 
tained and a surplus has been accumulating. This surplus amounted to approxi- 
mately $33,500,000 as of June 30, 1949. 

With this surplus, Tennessee can carry forward the $22,000,000 rural road 
program recently planned. Without such a surplus, it would mean the state 
would have to issue $25,000,000 additional bonds to carry on its program during 
the coming biennium. 

It is impossible to forecast with much accuracy how Tennessee’s tax revenues 
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will fare in the present fiscal year. The picture is currently bright and with a 
balance between agriculture and industry and with both expanding, the crystal 
gazers can see only continued large tax revenues during 1949-50. 

George Peabody College for Teachers James E. Warp 


VIRGINIA 


A review of bi siness conditions in Virginia for the first six months of 1949 
indicates a considerable slowing down of business activity. While activity in 
May was brisk enough to offer a hope that the recession was over and recovery 
was possible for the last six months of the year, a review of the past six months 
is not encouraging. Business barometers for the state do not seem to point to 
recovery in the near future. The only encouraging factor in the picture is bank 
debits to individual accounts which, according tothe eight reporting centers, were 
$4.3 billion for the first five months of 1948 as compared with $4.1 billion for the 
same period of 1948. Other business barometers show a pessimistic flavor. The 
employment situation continued to deteriorate with declines recorded in a 
majority of the manufacturing industries. Reduction in the hours of labor has 
had about the same effects upon payrolls as the decline in employment levels. 

Virginia’s manufacturing economy is dominated by chemicals, textiles, paper 
manufacturing, and tobacco. All of these are feeling the effects of the national 
recession. Shipments of rayon filament yarn and staple fibres were down compared 
to those of a year ago. This would seem to indicate that the rayon producing 
areas of Virginia have had to cut back considerably from last year. Cotton con- 
sumption by the mills decreased from 94 thousand bales in the first six months 
of 1948 to 62 thousand bales in the first six months of 1949. The tobacco industry 
has not yet shown any appreciable change. Retail sales showed slight decline 
according to the reports of the department stores and the retail furniture stores. 
Building permit figures for the seven reporting centers of Virginia were up one 
million dollars over the first six months of 1948. However, construction contracts 
awarded were one per cent less than for the same period of 1948. 

The underlying conditions, therefore,would seem to indicate further curtail- 
ment of economic activity in the state before a period of sustained improvement 
is seen. To quote one authority, ‘As the economy enters the second half of 1949 
it is characterised by continuing downward drifts in income, production, and 
industrial prices. Interest is centered, therefore, on the question of the severity 
and duration of the recession.” 

* * * * * 

Agricultural conditions present a brighter picture. From the production stand- 
point crops are expected to make average or better than average yields per acre 
and total production will equal 1948. Tobacco crops got off to a poor start and 
it is doubtful if yields for the four types will be as large as last year. Yields of 
the grain crops, especially corn, barley, and oats, are very favorable. Fruit crops 
are larger in spite of early frosts and freezes. The outlook for cotton and peanuts 
is favorable. The condition of livestock has been excellent, and milk production 
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through June broke all previous records, due largely to the unexcelled pasturage 
conditions throughout the state. Prices of farm products are lower than a year 
ago, and farm income for the first half of 1949 has shown about 8 per cent de- 
crease from 1948. Using farm income of 1948 as a base, an all time record, total 
farm income for 1949 will show about 10 per cent drop—an income approximating 
that of 1947. Farm expenses have decreased due to a drop in farm wages and a 
decline in commercial feed prices. Therefore, taking into account farm support 
program, Virginia farmers are still in a favorable position. 
University of Richmond, Virginia Herman P. THomas 


PERSONNEL NOTES 


Lewis W. Adams has been promoted to professor of economics and dean of 
the School of Commerce and Administration at Washington and Lee University. 

John F. Alexander has accepted a position as assistant agricultural economist 
at Clemson College. 

Clark L. Allen, formerly on the staff at Duke University, is now head of the 
Department of Economics at Florida State University, Tallahassee. 

Joseph F. Asher, merchandising manager of the men’s division and director 
of Rich’s, Inc., was lecturer in business administration at the School of Business 
Administration, Emory University, for the summer quarter, 1949, during which 
time he taught the course in sales management. 

G. H. Aull, head of the Department of Agricultural Economics and Rural 
Sociology, Clemson College, has been appointed a United Stated delegate to the 
United Nations Conference on Conservation and Utilization of Resources. 

Virginia Austin has resigned her instructorship in economics at the Woman’s 
College of the University of North Carolina. 

Oliver L. Barnes, instructor in economics, is on leave from the University of 
South Carolina doing graduate work at Columbia University. 

Jack N. Behrman, who is on leave from Davidson College to do graduate work 
at Princeton University, returned to Davidson to teach money and banking in . 
the summer session. 

Walter J. Beidatsch, formerly chief economist of the Federal Power Commis- 
sion, has accepted a position as professor of economics and public utilities at the 
Alabama Polytechnic Institute. 

Finley E. Belcher, instructor in accountancy at the University of Mississippi, 
has been promoted to the rank of assistant professor and granted a year’s leave 
of absence to do graduate work at the University of Indiana. 

Homer A. Black has been promoted from instructor to assistant professor of 
accounting at the College of Business Administration, University of Georgia. 

Martin L. Black of Duke University will be on leave during 1949-1950 to 
serve as consultant with the comptroller in the Financial Division of the Atomic 
Energy Commission. 

Karl A. Boedecker, associate professor of finance at the University of Ten- 
nessee, was a visiting professor at the Harvard Business School under the auspices 
of the Rockefeller Foundation during the last academic year. 

Richard Bollinger has resigned as instructor of accounting at the School of 
Business Administration, Emory University, to accept a position as associate 
professor at the Georgia School of Technology. 

Royall Brandis has been appointed instructor in economics at Duke University. 

Richard S. Brantley has resigned as part-time instructor in statistics at the 
University of North Carolina to accept an appointment with the state of North 
Carolina. 

Henry D. Brohm, formerly on the staff at the University of Illinois, is now 
associate professor of marketing at the University of Florida. 
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Horace B. Brown, Jr., dean of the School of Commerce and Business Adminis- 
tration and professor of economics at the University of Mississippi, became dean 
of the College of Business Administration and professor of marketing at the 
University of Oklahoma on August 1, 1949. 

Reynold Carlson of Vanderbilt University was with the United Nations in 
Santiago, Chile, during the summer as economic consultant. 

Paul S. Carter is instructor in accounting in the College of Business Adminis- 
tration, University of Tennessee. 

Edwin C. Cass has been named as instructor in accounting at the University 
of Alabama. 

John E. Champion, recently promoted from instructor to assistant professor 
in the College of Business Administration at the University of Georgia, will study 
at Indiana University during the 1949-1950 academic year, and will also assist 
in accounting. t 

Irving K. Christiansen, formerly associate professor of accountancy at San 
José University, has been appointed associate professor of accountancy in the 
School of Commerce and Business Administration at the University of Mississippi. 

Clay L. Cochran has resigned his instructorship in economics at the University 
of North Carolina to accept a teaching appointment at the University of Okla- 
homa. 

Almand R. Coleman has been promoted to chairman of the Department of 
Accounting at Washington and Lee University. He taught accounting at the 
University of Virginia during the summer session. 

Frank G. Coolsen, formerly at the Rensselaer Polytechnic Institute, has been 
appointed assistant professor of marketing at the University of Kentucky. 

C. Sidney Cottle, professor of business administration at the School of Busi- 
ness Administration, Emory University, studied the securities business in New 
York during the summer, under a fellowship awarded by the Joint Committee on 
Education of the American Securities Business. 

John R. Craf has been appointed professor and head of the Department of 
Economics-Commerce at the University of Louisville. 

Eleanor Craig has been appointed instructor in economics at the Woman’s 
College of the University of North Carolina. 

R. W. Crutchfield, professor of accounting at the University of North Carolina, 
will teach the course in C.P.A. review at Duke University during the year 
1949-1950. 

Ben F. Curry has been appointed assistant professor of economics at the 
University of Richmond beginning September 1. 

Leon A. Dale, who recently received his doctorate from the University of 
Wisconsin, has joined the staff at the University of Florida as assistant professor 
of labor economics. 

Kenneth R. Davis, formerly at the University of Wisconsin, has been ap- 
pointed assistant professor of marketing at the University of North Carolina. 

Robert L. Dickens has been appointed instructor in economics at Duke Uni- 
versity. 

W. P. Dillingham has resigned as assistant professor at the College of Business 
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Administration, University of Georgia, to accept a position at Florida State 
University. 

H. C. Eastman has been appointed assistant professor in economics at Duke 
University. 

Henry J. Engler is now assistant professor of management at Loyola University 
of New Orleans. 

M. C. Fischer has been appointed assistant professor for the fall quarter at 
the Citadel. 

William A. Flinn has resigned as instructor in business administration at the 
School of Business Administration, Emory University, to accept a position at 
the Georgia School of Technology. 

Lytle C. Fowler has been appointed assistant professor of office administra- 
tion in the School of Commerce and Business Administration at the University 
of Mississippi. 

Robert W. French, formerly director of the Bureau of Business Research at 
the University of Texas, has been appointed dean of the College of Commerce 
and Business Administration of Tulane University. 

William George, formerly at the University of Montana, has been appointed 
research associate in the Bureau of Business Research of the School of Com- 
merce and Business Administration at the University of Mississippi. 

Ralph Green has been appointed part-time instructor in economics at Duke 
University. 

Virginia Green, formerly at Cumberland University, has accepted an instruc- 
torship in sociology at Alabama Polytechnic Institute. 

Emile P. Grenier has been promoted to associate professor of economics and 
editor of the Business Bulletin of the Bureau of Business Research of the School 
of Commerce and Business Administration at the University of Mississippi. 

A. G. Griffin of the Department of Economics and Business at Davidson 
College taught in the 1949 summer school at the University of North Carolina. 

Franz Gutmann, lecturer in economics at the University of North Carolina 
since 1939, has retired. 

Glover D. Hancock has retired as dean of the School of Commerce and Ad- 
ministration at Washington and Lee University. He will remain for 1949-1950 
as lecturer in economics. 

L. N. Hand, instructor in accounting at the University of North Carolina, has 
resigned to enter business. 

R. M. Havens, assoviate professor of economics at the University of Alabama, 
has returned from his leave of absence, during which he was a member of the 
staff of the European Cooperation Administration in Paris. 

Mary Anne Hearon, instructor in secretarial sciences at the College of Business 
Administration, University of Georgia, taught in the Atlanta Division of the 
University during the summer. 

Victor C. Heck has resigned from Vanderbilt University to accept an appoint- 
ment as professor of economics and chairman of the Department of Economics 
and Business Administration at Mercer University. 
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John S. Henderson, formerly assistant professor of economics at the University 
of Florida, has been appointed associate professor of economics at the University 
of Alabama. 


John Herin has been promoted to adjunct professor at the University of South 
Carolina. 

James E. Hibdon, formerly at the University of Oklahoma, has been appointed 
part-time instructor in economics at the University of North Carolina. 

A. J. Hill has been appointed instructor in accounting at Alabama Polytechnic 
Institute. 

C. B. Hoover of Duke University will give a series of lectures at West Coast 
universities during July. 

MacDonald K. Horne, Jr., formerly chairman of the Department of Economics 
and Business Administration at the University of Mississippi, became dean 
effective August 15. He will continue to serve as professor of economics. 

Charles Delbert Hosemann has been appointed instructor in accountancy in 
the School of Commerce and Business Administration at the University of 
Mississippi. 

Charles E. Houston, assistant professor of business administration at the 
School of Business Administration, Emory University, was on leave for the 
summer quarter, during which he served as industrial consultant with the Euro- 
pean Recovery Administration in Washington, D. C. 

Alfred N. Hull has been appointed part-time instructor in economics at Duke 
University. 

Oliver Iarosi has resigned from the Department of Economics at Mercer 
University. 

A. L. V. Ingram, formerly of Vanderbilt University, has been appointed 
assistant professor of economics at Wofford College. 

Charles E. Ironside, formerly on the staff of New Jersey State Teachers Col- 
lege, is now teaching at Stetson University. 

Frederick C. Joerg of Duke University attended the Chrysler Conference of 
Business Management in Detroit the first two weeks in June. 

Lewis K. Johnson has been promoted to chairman of the Department of Com- 
merce at Washington and Lee University. 

Rossall Johnson has been appointed instructor of industrial management in 
the School of Business and Industry of Mississippi State College. Prior to coming 
to Mississippi State, he was industrial engineer of the Firecraft Corporation of 
Chicago. 

Thomas A. Kelly, assistant professor of accounting at the School of Business 
and Industry, Mississippi State College, was granted leave to continue graduate 
work at Vanderbilt University. 

John W. Kennedy has been appointed assistant professor of economics at the 
University of Florida. 

Chester Howard Knight, for over 20 years professor of accounting and head 
of the Accounting Department at the University of Alabama, died on June 28, 
1949. Professor Knight had played a leading role in the Alabama Society of 
Certified Public Accountants for many years. 
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Paul A. LaGrone has been appointed assistant professor in accounting and 
finance at Alabama Polytechnic Institute. 

Joseph E. Lane, who has been serving as instructor in the Wharton School of 
Finance at the University of Pennsylvania, has been made assistant professor of 
accounting at the University of Alabama. 

J. Merritt Lear, professor of economics at the University of North Carolina, 
has retired. He taught at this institution since 1924. 

Henry W. Lehmann has been appointed instructor in economics at Duke 
University. 

James H. Lemly, instructor in economics at the University of Mississippi, will 
do graduate work during the academic year 1949-50 at the University of Indiana. 

George E. Lent, associate professor of economics at the University of North 
Carolina, served in the Division of Tax Research of the Treasury Department 
during the summer. He is on leave of absence from September 1949 to September 
1950 to work on a special research project in public finance with the National 
Bureau of Economic Research. 

Donald A. Ludwig has been appointed instructor in economics at Clemson 
College. 

H. H. Macauley has been appointed instructor at Clemson College. 

John Paul Maggard has been appointed instructor in economics at the Univer- 
sity of Alabama. 

Lawrence Mansfield has been appointed instructor in economics at Duke 
University. 

Donald J. May, instructor in economics at the School of Business Administra- 
tion, Emory University, has returned after three quarters of graduate study at 
the University of Chicago. 

E. M. McCracken, formerly dean of the School of Business Administration at 
the University of Miami, has becuine controller of this institution. 

Robert Bruce McGehee, instructor in business administration at the School of 
Business Administration, Emory University, has resigned to accept a position 
with the Tennessee Valley Authority. 

David McKinney has been promoted to professor of economics in the School 
of Commerce and Business Administration at the University of Mississippi. 

Oren McLean has been appcinted part-time instructor in economics at Duke 
University. 

Robert T. McMillan, formerly professor of rural sociology at Oklahoma Agri- 
cultural and Mechanical College, has joined the Department of Economics and 
Business Administration at Alabama Polytechnic Institute. 

Merle Medhurst has been promoted to adjunct professor at the University of 
South Carolina. 

William M. Merrill, instructor in finance in the Department of Business Ad- 
ministration of the School of Business and Industry, Mississippi State College, 
is on leave continuing his graduate studies at the University of Illinois. 

James F. Miles has returned. to Clemson College after a year of graduate study 
at Cornell University. 
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Minnie C. Miles, assistant professor of management at the University of Ala- 
bama, has been granted a leave of absence for 1949-50 to pursue graduate work 
at Purdue University. 

Hilary H. Milton has been appointed instructor in marketing to teach courses 
in business correspondence at the University of Alabama. 

L. F. Morrison has resigned his position as associate professor of accounting 
at the University of North Carolina to accept the appointment of professor of 
accounting at Louisiana State University. 

Robert L. Nichols has been appointed instructor in accountancy in the School 
of Commerce and Business Administration at the University of Mississippi. 

William H. Nichols of Vanderbilt University taught during the summer at the 
Salzburg, Austria, Seminar in American Studies, sponsored by the Harvard 
Student Council and the World Service Fund. 

Grover A. J. Noetzel, professor of economics, University of Miami, has been 
made dean of the School of Business Administration at this institution. 

Louis W. Nuesse is associate professor of industrial management in the College 
of Business Administration, University of Tennessee. 

Thomas 8. O’Neal has been appointed assistant professor for the fall quarter 
at the Citadel. 

James E. Parks has been appointed assistant professor of economics in the 
School of Commerce and Business Administration at the University of Missis- 
sippi. 

James M. Parrish, formerly at the University of Alabama, has been appointed 
part-time instructor in economics at the University of North Carolina. 

Andrew Paton has been appointed instructor in accounting at the University 
of Kentucky. 

Walter Pearce has been appointed instructor in economic history at the Uni- 
versity of Kentucky. 

Weber H. Peterson of Clemson College taught agricultural economics courses 
at the 1949 summer sessions at the University of Arkansas. 

M. Ogden Phillips has been promoted to chairman of the Department of Eco- 
nomics at Washington and Lee University. 

Lloyd F. Pierce, formerly assistant professor of economics at the University 
of Richmond, has been granted a scholarship in the University of Wisconsin and 
will study toward the doctorate during 1949-1950. 

Olin S. Pugh, who completed his work for the master’s degree at Duke Univer- 
sity, has become instructor in economics at the University of South Carolina. 

E. G. Rasmussen, who has been on a General Education Board fellowship at 
the Harvard School of Business Administration, resumed his work at Vanderbilt 
University with the summer quarter. 

Leonard Allen Robinson, formerly at Alabama Polytechnic Institute, has been 
appointed instructor in accounting at the School of Business and Industry, 
Mississippi State College. 

David J. Schwartz, Jr., who has been visiting instructor in the Marketing 
Division of the Department of Business Administration, Mississippi State Col- 
lege, has been appointed to the staff for the 1949-50 session. 
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Edward R. Schweizer has resigned his position from the Department of 
Accounting of the School of Business and Industry, Mississippi State College, to 
accept a position in private industry. 

Charles R. Scott, Jr., formerly on the faculty of Cornell University, has been 
appointed associate professor of management in the School of Commerce and 
Business Administration at the University of Alabama. 

Howard G. Shaler has been appointed part-time instructor in economics at 
Duke University. 

Chester R. Smith of the Department of Social Science, School of Arts and 
Science, Clemson College, has accepted a position as associate agricultural econo- 
mist at the same institution. 

Howard R. Smith has resumed his duties as professor at the College of Busi- 
ness Administration, University of Georgia, after a year’s leave of absence at the 
Graduate School of Business Administration, Harvard University. 

Robert W. Stallings has been appointed associate professor of accounting at 
the University of North Carolina. 

W. R. Starnes, Jr., has been appointed instructor in economics at Davidson 
College, replacing Charles E. Ratliff, Jr., who will do graduate work at Duke 
University. 

James H. Stewart, assistant professor of economics at Washington and Lee 
University, is continuing graduate study at the University of Kentucky. 

Robert M. Strahl, formerly at the University of Nebraska, is associate pro- 
fessor of marketing in the College of Business Administration, University of 
Tennessee. 

Rodman Sullivan, professor of economics at the University of Kentucky, has 
been granted sabbatical leave to accept a General Education Board fellowship for 
1949-50 at the Harvard Graduate School of Business Administration. 

V. V. Sweeney, formerly on the staff at the University of Florida and more 
recently at the University of California, Los Angeles, has rejoined the faculty at 
the University of Florida as associate professor of insurance. 

C. C. Thompson, part-time instructor in economics at the University of North 
Carolina, has resigned and returned to his position as assistant professor of eco- 
nomics at the University of Texas. 

Wallace D. Trevillian has resigned his position as assistant professor of eco- 
nomics at Clemson College to do graduate work at the University of California, 
Berkeley. 

Joseph F. Tropser, formerly at Indiana University, is instructor in economics 
in the College of Business Administration, University of Tennessee. 

Robert H. Van Voorhis, formerly timberlands accountant for the West Vir- 
ginia Pulp and Paper Company, has been appointed associate professor of 
accounting in the School of Commerce and Business Administration of the Uni- 
versity of Alabama. 

R. R. Veach has been appointed assistant professor for the fall quarter at the 
Citadel. 

Herbert von Beckerath, professor of economics and political science at Duke 
University, taught in the 1949 summer term at Harvard University. 
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Raymond F. Wallace, formerly chairman of the Department of Management 
at the University of Kansas, has been appointed acting professor of industrial 
management at the University of Mississippi. 

J. M. Waller has resigned his instructorship in economics at the University of 
North Carolina to become assistant professor of economics at Texas Agricultural 
and Mechanical College. 

Basil A. Wapensky, instructor in economics at the School of Business Admin- 
istration, Emory University, during the summer quarter, has returned to the 
University of Pennsylvania to resume work on his doctorate. 

Rose Geneva Watkins has resigned her position as assistant professor at the 
College of Business Administration at the University of Georgia. 

Martha S. Weeks has been appointed instructor in business statistics at the 
University of Alabama. 

William Weiner has been appointed instructor in the Department of Eco- 
nomics of the School of Business and Industry, Mississippi State College. 

Norman E. Weir, assistant professor of economics at the School of Business 
and Industry, Mississippi State College, is on leave doing graduate work at 
Louisiana State University. 

Arthur M. Whitehill, formerly at the University of Virginia, has been ap- 
pointed acting assistant professor of economics at the University of North 
Carolina. 

Jack H. Wilcox, formerly at Missouri Valley College, is associate professor of 
finance in the College of Business Administration, University of Tennessee. 

Charles W. Williams, formerly professor and head of the Department of Eco- 
nomics-Commerce, University of Louisville, has been appointed vice president 
of the Federal Reserve Bank of Richmond. 

Ned Williams has been appointed assistant professor of economics in the 
School of Commerce and Business Administration at the University of Missis- 
sippi. 

Albert E. Wolff has been appointed professor of marketing and international 
trade at Loyola University of New Orleans. 

Roy Wood has been promoted from assistant to associate professor of eco- 
nomics at Clemson College. 

J. W. Zeigler has been appointed assistant professor for the fall quarter at the 
Citadel. 

The following names have been added to the membership of the Southern 
Economic Association: 

John J. Boles, Box 1031, University Station, Charlottesville, Va. 

Edward Y. Breese, 274 Josephine Street, N. E., Atlanta, Ga. 

Warner L. Bruner, Box 5755, Louisiana State University, Baton Rouge, La. 

Robert L. Chaffin, 24 Ivy Street, S. E., Atlanta 3, Ga. 

Rudolf Freund, Box 5073, Raleigh, N. C. 

Grady Guyton, School of Commerce and Business Administration, University 
of Mississippi, University, Miss. 

Durwood Harvey, 2006 Duncan Avenue, Chattanooga 4, Tenn. 
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William W. Hayes, Department of Economics, University of Kentucky, Lex- 
ington, Ky. 

Lewis E. Hill, Furman University, Greenville, S. C. 

H. Brooks James, Department of Agricultural Economics, North Carolina 
State College, Raleigh, N. C. 

A. H. Keally, College of Business Administration, University of Tennessee, 
Knoxville, Tenn. 

Edward E. Kern, Department of Agricultural Economics, Louisiana State 
University, Baton Rouge, La. 

L. C. Larkin, Jr.. HWK #20, North Carolina State College, Raleigh, N. C. 

Dan M. McGill, 102 Bingham Hall, University of North Carolina, Chapel 
Hill, N. C. 

Paul W. Milam, College of Business Administration, University of Arkansas, 
Fayetteville, Arkansas. 

Paul W. Paustian, Box 272, University, Ala. 

Ralph William Pfouts, 192 Jackson Circle, Chapel Hill, N. C. 

Valentin Pikner, Department of Economics, North Carolina State College, 
Raleigh, N. C. 

C. L. Quittmeyer, College of Willizm and Mary, Williamsburg, Va. 

Merrill J. Roberts, Faculty Office Building, University of Florida, Gainesville, 
Fla. 

Wylodine Shotts, Box 3278, University, Alabama. 

Howard R. Smith, College of Business Administration, University of Georgia, 
Athens, Georgia. 

O. G. Thompson, 114 Peele Hall, North Carolina State College, Raleigh, N.C. 
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Program of the Nineteenth Annual Conference of the Southern Economic Association 
to be held at the Andrew Johnson Hotel in Knoxville, Tennessee, NovEMBER 18-19 
Friday, November 18, 1949 
9:00 A.M.—Meeting of the Executive Committee 
10:00 A.M.—Morning Session 
Chairman: Harlan L. McCracken, Louisiana State University 
Address of Welcome: Vice President Fred C. Smith, University of Tennessee 
Topic: Business Cycles 
1. A Review of Business Cycle Theory: Ernst W. Swanson, Emory Uni- 
versity 
2. Business Cycles and the South: Rutledge Vining, University of Virginia 
Discussion : 
Clarence Philbrook, University of North Carolina 
Malcolm H. Bryan, Trust Company of Georgia 
2:00 P.M.—Afternoon Session 
Chairman: Dean Gordon Siefkin, Emory University 
Topic: Comparative Economic Systems 
1. The Economics of a Laboristic State: Rendigs Fels, Vanderbilt Uni- 
versity 
2. Problems of a Colonial Economy: Giles Hubert, Fisk University; Agri- 
cultural Attaché, U.S. Embassy, Port-au-Prince, Haiti 
Discussion : 
Robert S. Smith, Duke University 
Rudolf Freund, North Carolina State College 
8:00 P.M.—Evening Session 
Chairman: G. T. Schwenning, University of North Carolina 
Presidential Address: The Economics of the Bible: George H. Aull, Clemson 
College 


Saturday, November 19, 1949 
9:00 A.M.—Business Meeting 
10:00 A.M.—Morning Session 
Chairman: Tipton R. Snavely, University of Virginia 
Topic: Problems of Southern Business 
1. The Economic Outlook for the Southeast: Anna Hulse, Hunter College, 
New York City 
2. Problems of Southern Business and Business Education: Dean James E. 
Gates, University of Georgia 
Discussion : 
H. H. Chapman, Bureau of Business Research, University of Alabama 
Rector R Hardin, Howard College 
J. Fred Holly, University of Tennessee 


David McCord Wright, First Vice President 
Southern Economic Association 
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1949. Pp. xi, 92. Paper, 20¢. 

Elementary Accounting. By Arthur W. Holmes and Robert A. Meier. Chicago: Richard 
D. Irwin, 1949. Pp. xv, 692. $5.00. 

Accounting Principles. By Howard S. Noble. 5th ed. Cincinnati: South-Western Publish- 
ing Co., 1949. Pp. x, 661. $4.50. 

Advanced Accounting. By Wilbert E. Karrenbrock and Harry Simons. Cincinnati: South- 
Western Publishing Co., 1949. Pp. viii, 268. $3.00. 

The Statistical Agencies of the Federal Government. By Frederick C. Mills and Clarence D. 
Long. New York: National Bureau of Economic Research, 1949. Pp. xiv, 201. $2.00. 
A Dictionary of Economics. By Harold S. Sloan and Arnold J. Zurcher. New York: Barnes 

& Noble, 1949. Pp. viii, 268. $3.00. 

The Rising Trend of Government Employment. By Solomon Fabricant. New York: National 
Bureau of Economic Research, 1949. Pp. 30. Paper, 50¢. 

World Food Appraisal: As of April 1949. United Nations. New York: Columbia Uni- 
versity Press, 1949. Pp. 47. Paper 50¢. 

Statistical Techniques in Market Research. By Robert Ferber. New York: McGraw-Hill 
Book Co., 1949. Pp. xiv, 542. $6.00. 

Textbook of a Salesman. By Frederick Russell and Frank Herman Beach. 4th ed. New 
York: McGraw-Hill Book Co., 1949. Pp. viii, 589. $4.50. 

Employee Communications for Better Understanding. New York: National Association of 
Manufacturers, 1949. Pp. 30. 

The Federal Excise Tax on the Transportation of Property with Special Reference to Agri- 
culture. By Ezekiel Limmer. Washington: U. 8S. Department of Agriculture, 1949. 
Pp. 37. 

Money in a Maelstrom. By J. W. Beyan. New York: Macmillan Co., 1949. Pp. 221. 
$3.25. 

Family Housing. By Deane G. Carter and Keith H. Hinchcliff. New York: John Wiley 
& Sons, 1949. Pp. viii, 265. $4.00. 

You Can’t Win: Facts and Fallacies About Gambling. By Ernest E. Blanche. Washington: 
Public Affairs Press, 1949. Pp. 155. $2.00. 

The Hidden Payroll: Non-Wage Labor Costs of Doing Business. Washington: Chamber of 
Commerce of the United States, 1949. Pp. 32. Paper, 50¢. 

The Drive for a Controlled Economy via Pale Pink Pills. Washington: Chamber of Com- 
merce of the United States, 1949. Pp. 23. Paper, 25¢. 

Controllership in Modern Management. Edited by Thornton F. Bradshaw and Charles C. 
Hull. Chicago: Richard D. Irwin, 1949. Pp. xi, 241. $4.00. 

Plant Production Control. By Charles A. Koepke. 2nd ed. New York: John Wiley & 
Sons, 1949. Pp. vi, 568. $5.50. 

Business Law. By Thomas Conyngton and Louis O. Bergh. 4th ed. New York: Ronald 
Press Co., 1949. Pp. xxii, 866. $5.50. 

A Regional Economic Geography. By Samuel Newton Dicken. Boston: Heath and Co., 
1949. Pp. 516. $5.50. 

Business Law: Text and Cases. By Gerald O. Dykstra and Lillian G. Dykstra. New York: 
Pitman Publishing Corp., 1949. Pp. xxiii, 1181. $7.75. 
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Elementary Cost Accounting. By George Hillis Newlove and S. Paul Garner. Boston: 
Heath and Co., 1949. Pp. xii, 756. $5.50. 

Studies in Income and Wealth. New York: National Bureau of Economic Research, 1949. 
Pp. xii, 450. $6.00. : 


Balance of Payments of Nigeria in 1936. By Penelope A. Bower. Oxford, England: Basil 
Blackwell, 1949. Pp. viii, 86. 10s. 6d. 

The Hoover Commission Report: On Organization of the Executive Branch of the Govern- 
ment. New York: McGraw-Hill Book Co., 1949. Pp. xvi, 524. $3.75. 

Urban Land Economics. By Richard U. Ratcliff. New York: McGraw-Hill Book Co., 
1949. Pp. xii, 533. $5.50. 

Practical Exporting. By Philip MacDonald. New York: Ronald Press Co., 1949. Pp. 
viii, 355. $4.00. 

Current Problems of Immigration Policy. By E. P. Hutchinson. New York: American 
Enterprise Association, 1949. Pp. 38. Paper, 50¢. 

Build the Future: Addresses Marking the Inauguration of Charles Spurgeon Johnson. 
Nashville, Tenn: Fisk University Press, 1949. Pp. ix, 100. $1.50. 

Montgomery’s Auditing. By Robert H. Montgomery and others. 7th ed. New York: 
Ronald Press Co., 1949. Pp. ix, 690. $6.00. 

Yes and Albert Thomas. By E. J. Phelan. New York: Columbia University Press, 1949. 
Pp. xvi, 271. $3.50. 

Basic Accounting. By Ralph L. Boyd and Robert T. Dickey. New York: Rinehart & 
Co., 1949. Pp. xv, 687. $5.00. 

Rural Welfare Services. By Benson Y. Landis. New York: Columbia University Press, 
1949. Pp. viii, 201. $3.00. 

Technical Assistance for Economic Development. United Nations. New York: Columbia 
University Press, 1949. Pp. viii, 328. $2.50. 

Economic Planning: The Plans of Fourteen Countries with Analysis of the Plans. By 
Seymour E. Harris. New York: Alfred A. Knopf, 1949. Pp. xvii, 577. $4.50. 

Essentials of Rural Welfare: An Approach to the Improvement of Rural Well- 
being. United Nations. New York: Columbia University Press, 1949. Pp. iv, 43. Paper 
50¢. 

Education for an Industrial Age. By Alfred Kahler and Ernest Hamburger. Ithaca: 
Cornell University Press, 1949. Pp. xv, 334. $3.75. 

Impact of Taxes on Industrial Pension Plans. By Rainard B. Robbins. New York: In- 
dustrial Relations Counselors, 1949. Pp. viii, 82. $2.00. 

Report of the Director-General: 32nd Session. Geneva: International Labour Office, 1949. 
Pp. v, 156. $1.00. 

Directory of Virginia Manufacturing and Mining: 1949-1950. Richmond: Virginia State 
Chamber of Commerce, 1949. Pp. 99. $5.00. 

The Development of the American Glass Industry. By Pearce Davis. Cambridge: Har- 
vard University Press, 1949. Pp. xiv, 316. $6.00. 

Wholesaling: Principles and Practice. By Theodore N. Beckman and Nathanael H. 
Engle. Rev. ed. New York: Ronald Press Co., 1949. Pp. xvi, 746. $5.00. 

Marketing and Distribution Research. By Lyndon O. Brown. New York: Ronald Press 
Co., 1949. Pp. viii, 612. $5.00. 

Basic Data of the American Economy. By W. Nelson Peach and Walter Krause. Rev. ed. 
Chicago: Richard D. Irwin, 1949. Pp. xviii, 228. $2.00. 

Management of Industrial Enterprises. By Richard N. Owens. Chicago: Richard D. 
Irwin, 1949. Pp. xvii, 650. $5.00. 
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Legal Aspects of Business. By Harold F. Lusk. Chicago: Richard D. Irwin, 1949. Pp. 
xvi, 815. $5.00. 

Job Evaluation. By John A. Patton and Reynold S. Smith, Jr. Chicago: Richard D. 
Irwin, 1949. Pp. xv, 316. $4.00. 

Essentials of Accounting. By William A. Paton. Rev. ed. New York: Macmillan Co., 
1949. Pp. xx, 863. $5.50. 

Introductory Accounting. By George R. Husband and William J. Schlatter. New York: 
Pitman Publishing Corp., 1949. Pp. xiii, 695. $5.00. 

Expectation in Economics. By G. L. 8. Shackle. New York: Cambridge University Press, 
1949. Pp. x, 146. $3.00. 

Liberty: A Path to its Recovery. By F. A. Harper. New York: Foundation for Economic 
Education, 1949. Pp. 159. $1.50. 

Catalogue of Economic and Social Projects. United Nations. New York: Columbia Uni- 
versity Press, 1949. Pp. vii, 271. Paper, $2.00. 

Sugar: Its Production, Technology, and Uses. By Andrew Van Hook. New York: Ronald 
Press Co., 1949. Pp. ix, 155. $3.00. 

Public Finance and National Income. By Harold M. Somers. Philadelphia: Blakiston 
Co., 1949. Pp. xii, 540. 

Foundations for Constructive Industrial Relations. By R. Carter Nyman. New York: 
Funk & Wagnalls Co., 1949. Pp. xiv, 209. $2.85. 

The Law of Free Enterprise. By Lee Loevinger. New York: Funk & Wagnalls Co., 1949. 
Pp. xi, 431. $5.00. 

The Economics of Industrial Management. By Walter Rautenstrauch and Raymond 
Villers. New York: Funk & Wagnalls Co., 1949. Pp. xxi, 451. $5.00. 

Wesley Mitchell and the National Bureau. By Arthur F. Burns. New York: National 
Bureau of Economic Research, 1949. Pp. 107. 

The Consumer and the Economic Order. By Warren C. Waite and Ralph Cassady, Jr. 
2nd ed. New York: McGraw-Hill Book Co., 1949. Pp. x, 440. $4.50. 

Industrial Psychology. By Thomas Willard Harrell. New York: Rinehart & Co., 1949. 
Pp. xvii, 462. $4.25. 

Toward Social Economy. By Howard R. Bowen. New York: Rinehart & Co., 1949. Pp. 
ix, 336. $3.00. 

Economic Analysis and Public Policy. By Mary Jean Bowman and George Leland Bach. 
2nd ed. New York: Prentice-Hall, 1949. Pp. xviii, 931. $5.00. 

Effective Communication in Industry: What is its Basis? By Paul Pigors. New York: 
National Association of Manufacturers, 1949. Pp. v, 88. 

Bank Failures in the District of Columbia in the Twentieth Century. By Sister 
Mary Alexine Beatty. Washington: Catholic University of America Press, 1949. Pp. 
xii, 272. 

International Monetary and Financial Conferences in the Interwar Period. By Dean E. 
Traynor. Washington: Catholic University of America Press, 1949. Pp. ix, 196. 

Wealth and Welfare. By Norman Ware. New York: William Sloane Associates, 1949. 
Pp. 231. $2.50. 

Employment and Equilibrium. By A. C. Pigou. New York: Macmillan Co., 1949. Pp. 
vii, 283. 

L’Etat et la Prospérité Sociale: Nouveaux Principes de Finances Publiques. By Angelos 
Angelopoulos. Paris: Pichon & Dourand-Auzias, 1949. Pp. 199. Paper, 400 fr. 
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Business Operational 
Research and Reports 


John G. Glover, Professor of Management, School of Com- 

merce, Accounts, and Finance, New York University 

Modern business looks before leaping . . . 

this book will help you teach students how to look! 

It presents basic procedures for conducting scientific managerial research; 
it describes in specific terms how to report the findings. 

311 pages $4.00 


Public Finance 


William Withers, Associate Profes- 
sor of Economics, Queens College 


Relating public finance to economic theory, 

this text includes the issues which have developed 

since World War II, as well as those of prior periods. The author 
employs a simple style which the student can follow without undue effort. 
498 pages $4.25 


Audits and Examinations 
STANDARDS AND PROCEDURES 


Christian Oehler, C.P.A., Professor of Accounting, Fordham 
University, Member of the firm of Oehler & Sanford, New York 


_ Providing practical training in the techniques 
and practice of auditing, this text presents each important procedure 
in such a way as to show the student what to do in a given situation. 
574 pages $5.25 


TO BE PUBLISHED SOON 
Cases and Problems in Audits and Examinations 


With Key Christian Oehler 


American Book Company 


300 Pike Street 88 Lexington Avenue 351 East Ohio Street 
Cincinnati 2, Ohio New York 16, N. Y. Chicago 11, Illinois 


When you write to our advertisers, please mention The Southern Economic Journal 


20TH CENTURY ECONOMIC THOUGHT 


Edited by GLENN E. HOOVER, Mills College 
with the collaboration of nineteen eminent scholars 


i THIS stimulating book, twenty of the most perplexing economic problems of our time 

are analyzed by professional economists. Each contributor was asked to express his 

opinions freely, without regard to the opinions of the others. Although written primarily for 
e general reader, students and teachers of economics will find it invaluable. 


“A succession of economists has taken up questions of the day—wages, prices, social 
security, international economic policy, agricultural policy, monetary organization—in an 
attempt to explore the economic issues raised by these very practical questions. THIS IS A 
USEFUL SERVICE WHICH SHOULD GIVE WIDE CIRCULATION TO THE BOOK.” 
—Dr. John B. Condliffe, Professor of Economics, University of California. 


— From The Table of Contents ——~ 


SOCIAL SECURITY—Jo Bingham, Bingham Survey Associates 

ECONOMIC IMPERIALISM—Thomas P. Brockway, Bennington College 

eng AND SENSE IN TAXATION—Harry Gunnison Brown, University of 

issouri 

GOVERNMENT CONTROL OF AGRICULTURAL PRICES—H. E. Erdman, Uni- 
versity of California 

PROBLEM OF THE FLUCTUATING DOLLAR—James H. Gilbert, University of 
Oregon (Retired) 

KEYNESISM AND PUBLIC POLICIES—H. Gordon Hayes, Ohio State University 

MODERN THEORY OF ECONOMIC FLUCTUATIONS—Benjamin Higgins, McGill 
University 

THE ECONOMICS OF GUARANTEED WAGES—Werner Hochwald, Washington 

niversit 

INTERNATIONAL ECONOMIC POLICIES—Glenn E. Hoover, Mills College 

WAYS TO INDUSTRIAL PEACE—Wn.. S. Hopkins, University of Washington 

INTERNATIONAL COMMODITY AGREEMENTS—Asher Isaacs, University of 
Pittsburgh 

THE DETERMINATION OF JUST WAGES—Frank H. Knight, University of Chicago 

ae oy FREE COMPETITIVE ENTERPRISE—Theodore J. Kreps, Stanford 
Univer 

PUBLIC REGULATION OF TRADE UNIONS—Orme W. Phelps, Claremont Men’s 
College 

BARRIERS TO IMMIGRATION—M. William Roepke, L’Institut Universitaire de 
Hautes Etudes Internationales, Geneva 

POPULATION AND AGRICULTURE—Karl Sax, Harvard University 

THE OUTLOOK FOR A COMPETITIVE ECONOMY—Enmerson P. Schmidt, United 
States Chamber of Commerce 

THE FULL EMPLOYMENT STANDARD: KEY TO PROSPERITY—John P. 
Wernette, University of Michigan 

THE ROLE OF —— MONETARY AGENCIES—Nathaniel Weyl, 
Department of Comm 

THE DIRECT CONTROL OF PRICES—Elmer J. Working, University of Illinois 


Regular Edition $12.00 
SPECIAL STUDENT’S EDITION 
(For bulk classroom sales only) $6.00 


PHILOSOPHICAL LIBRARY, Publishers 


15 East 40th Street, Dept. 357 New York 16, N. Y. 


(Expedite shipment by enclosing remittance with order.) 


When you write to our advertisers, please mention The Southern Economic Journal 
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FOUNDATIONS FOR CONSTRUCTIVE INDUSTRIAL RELATIONS 


by R. Carter Nyman 
Personnel Director, Yale University 


A new book with the theme that the secret of constructive industrial relations 
lies in management’s taking the same objective and professional approach to 
its industrial relations problems that it does to its technological problems. 
This is a comprehensive handbook of concepts and principles and a stimulating 
analysis of what goes into the makeup and administration of a successful in- 
dustrial relations policy. 224 pages, 5} x 8%. $2.85 


THE ECONOMICS OF INDUSTRIAL MANAGEMENT 


by Walter Rautenstrauch and Raymond Villers 
Industrial Consultants; Faculty, Columbia University 


Bringing you the results of the latest research on the Break-Even Chart, this 
new book eliminates the guesswork for management and provides a new ap- 
proach to the solution of the basic business problem: how can a businessman 
make a profit. It is a statement of good practice in dealing with the economic 
problems of specific business enterprises, an inquiry into the theories on which 
these practices rest, and a development of methods of anaylsis. 450 pages, 


64x gt. 


$6.00 


THE LAW OF FREE ENTERPRISE 


by Lee Loevinger 


This book is a diagram of the legal framework of the American economic 
system for those who live and move within that system. It will enable any- 
one to understand the basic laws of our economy. Leon Henderson says: 
“The best guide I’ve seen for the businessman through the tanglewood of 
trade practices.” 442 pages, 64 x 9}. $5.00 


Send for examination copies on approval 


FUNK & WAGNALLS CO. 153 East 24th St., New York 10, N. Y. 


When you write to our advertisers, please mention The Southern Economic Journal 


-McGRAW-HILL Books..... 


ECONOMICS. AN INTRODUCTORY ANALYSIS 


By Paut A. Samuetson, Massachusetts Institute of Technology. 622 pages. $4.50. 
This new economics text has established itself as a leader. It is a challenging and dynamic 
introductory text presenting an unusually teachable and easy-to-follow treatment of basic- 
economic facts and institutions, an exhaustive analysis of national income and output, 
and an incisive inquiry into the forces of competition and monopoly that determine the 
composition of national income. 


FUNDAMENTALS OF ECONOMICS 


By Myron H. Umsrerr, Exvem F. Hunt, and Cartes V. Kinrer, Northwestern 
University. 458 pages. $3.75. 
Designed to introduce college students to the study of economic principles. The discussion 
has therefore been limited so far as possible to those basic facts, concepts, relationships, 
and institutional arrangements which are most essential to an understanding of our economy. 
The treatment throughout is exceptionally clear, concrete, and to the point. The theory 
and viewpoint are strictly modern. 


PRINCIPLES OF ECONOMICS 


By Ausert E. Waveu, University of Connecticut. 965 pages, $4.75. 
Intended for a first college course in economics, this text is simple in style and includes 
abundant illustrations. Although designed for students who do not plan to specialize in 
the subject, the material covered is a suitable introduction to more advanced work in 
economics or business. 


AN INTRODUCTION TO NATIONAL INCOME AND 
INCOME ANALYSIS 


By Ricuarp Ruaeates, Yale University. 343 pages, $3.75. 
A simple and nontechnical, yet complete and vigorous treatment of national income and 
income analysis. The book develops, on the basis of the transactions which take place in 
the economy, the meaning of the accounts of producers, the government and consumers, 
and the manner in which these accounts reveal the structure of the economy. 


MONETARY MANAGEMENT 


By E. A. Gotprenwetser, Institute for Advanced Study, Princeton, New Jersey. 

Committee for Economic Development Research Study. 175 pages, $2.75. 
In this study the author looks at the immediate requirements of monetary policy in relation 
to the maintenance of high stable production and employment. He discusses possible action 
that can and should be taken by the monetary authorities to restrain inflationary rises and 
to forestall or halt an abrupt reversal, and the effectiveness of these movements. Dr. Golden- 
weiser evaluates the position of the banking system in relation to these objectives in the 
conditions, domestic and world-wide, that prevail today and may be anticipated for several 
years ahead. 


Send for copies on approval 


McGRAW-HILL BOOK COMPANY, Inc. 


When you write to our advertisers, please mention The Southern Economic Journal 
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......0Of Timely Importance 


INTRODUCTION TO INDUSTRIAL MANAGEMENT 


By Franxuin E. Fours, Graduate School of Business Administration, Harvard Uni-- 
versity. Third edition. 648 pages, $5.00. 
A highly useful combination of background and case material for the solution of practical 
problems in industrial management. This new third edition treats the many recent changes 
in this field, giving special attention to new developments in labor relations and personnel 
management. 


READINGS IN MARKETING 


By Matcotm P. McNarr and Harry L. Hansen. Harvard University. Harvard Prob- 
lem Books. In press. 
This text is planned to accompany and supplement the case book Problems in Marketing. 
and is designed to give the student the necessary background to enable him to understand 
the nature of the subject and to provide him with a true perspective of it. The book ap- 
proaches the subject from the standpoint of the business functions of marketing. 


PROBLEMS IN MARKETING 


By Maucotm P. McNair and Harry L. Hansen, Harvard University. Harvard 
Problem Books. 619 pages, $6.00. 
This text for college courses in marketing will present new material reflecting problems 
characteristic of present-day conditions. The material covers such subjects as Nature and 
Scope of Marketing Problems; Influence of the Consumer on Marketing; Merchandising; 
Marketing Structure and Choice of Distribution Channels; Brand Policy; Planning and 
Administration of Sales Programs; Pricing; and Marketing Program. 


CASES IN CREDITS AND COLLECTIONS 


By Tueopore N. Beckman, The Ohio State University, and F. Orrsson, 

Indiana University. 377 pages, $4.50. 
A text for a second course in credits and collections. It consists of an introduction and sixty 
cases taken from the files of credit departments and referee’s offices, changed only to the 
extent necessary to prevent identification, and edited and reorganized to enhance the value 
of the material. The cases cover both consumer and mercantile credit, and are representative 
of various retail, wholesale, manufacturing, and financing businesses. Each case includes 
the decision reached by the credit manager, with his reasons. 


CREDITS AND COLLECTIONS IN THEORY AND 
PRACTICE. New fifth edition 


By Turopore N. Beckman and Rosert Barrets, both of The Ohio State University. 
800 pages, $6.00. 
Here is a complete revision of a basic text. Its purpose is twofold: First, it is designed to 
acquaint the student with the nature, problems, techniques, and principles of the subject, 
including in its scope both mercantile and consumer credit, as well as both cash and sale 
credit. Second, it furnishes discussion and statistics relating to the social and economic roles 


of = This new edition deals with the theoretical as well as the technical phases of the 
subject. 


Send for copies on approval 


330 West 42nd Street, New York 18, N. Y. 
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Timely . . . Basic Economics and Business Texts 
PITMAN 


Price Theory 


By Sidney Weintraub, St. John’s University. “The best thing I have seen 
... very thorough and inclusive.”—Professor J. F. Bell, University of 
447 pp., $5.00. 


Applied Economic Analysis 


By Francis M. Boddy, University of Minnesota, and associates. A read- 
able, well integrated text. 573 pp., $4.75. 


STUDENT MANUAL te accompany the text greatly increases 


its teachability. 110 pp., $1.25. 


Money and Banking 


By Jay L. O’Hara, Akron University. “By all odds it is the best on the 
market.”—Carrol W. Ford, Babson Institute. An exceptional MANUAL 
OF OBJECTIVE TESTS is available. 671 pp., $4.75. 


Introduction to Fiscal Policy 


By Richard W. Lindholm, Michigan State College. “An excellent text 


. . meets a long-felt need . . . simple yet precise.”” —Professor Walter 
Krause, Dartmouth College. 235 pp., $2.75. 


Mathematics for 
Finance and Accounting 


By J. Bruce Coleman and William O. Rogers. Correlates mathematics 
with accounting and business administration courses. 310 pp., $4.00. 


Principles of Retailing 


By Fred M. Jones, University of Illinois. ““The best book that I have seen 
. . . clear, readable.”—Professor H. A. Lipson, University of Alabama. 
651 pp., $5.00. 


Fluctuations in Income 
and Employment 


By Thomas Wilson, Oxford University. Third Edition. Up-to-date treat- 
ment of business cycles in the United States and England. 217 pp., $4.00. 


You are invited to send for examination copies 


PITMAN 


PUBLISHING CORPORATION, 2 West 45th St., NEW YORK 19 


When you write to our advertisers, please mention The Southern Economic Journal 
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| Two new editions by Albert L. Meyers 


_ ELEMENTS OF MODERN 
ECONOMICS, Third Edition 


This is a completely new edition of an outstanding introductory 
economics text, long recognized by leading universities for its thor- 
oughly modern, realistic treatment of economic theory. It gives the 
student a clear view of the workings of our entire economic system, 
orienting him in the significant present-day developments in economic 
and monetary theory. New chapters in the Third Edition are: 


@ Macro Economics, the Over-all Problems of the Economic System 
eConsumption, Income, Savings and Investment 

eSavings, Investment, and Employment 

e Governmental Full Employment Policy 


“The new edition will make it easier to give a well balanced first 
course in economics.” —Arthur P. Becker, Ohio State University 


Published 1948 456 pages 53” x 83” 


MODERN ECONOMIC 
PROBLEMS, Second Edition 


As in the previous edition, Modern Economic Problems, Second Edition 

is an examination of economic problems with particular emphasis on 

the theoretical and practical implications of national economic policy. 

The use of the newer theoretical treatment has permitted a more 

careful restatement of some concepts and a more exact analysis of 
* many problems. Other outstanding features: 


e@ Takes full account of the effects of saving and investment in con- 
nection with taxation, employment, and social security. 


@ New chapters on International Economic Policy and Union Wages 
as a Monopoly Problem. 


@A new, special problem on monopoly. 


0. Published 1948 350 pages 53” x83” 


Send for your copies today! 
PRENTICE-HALL, INC., ny. 
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Already used in 200 colleges. . . 


ECONOMICS 


PRINCIPLES AND APPLICATIONS 
By Dr. J. H. Dodd and Dr. C. W. Hasek 


Even a casual examination of this book will disclose the fact that it 
is modern, accurate, and objective. It is definitely not a book of 
propagazda. It presents both sides of controversial issues. 


ECONOMICS: PRINCIPLES AND APPLICATIONS provides a 
good demonstration of the fact that a difficult subject can be simpli- 
fied by good presentation. The authors draw upon good examples and 
illustrations to make the text discussions meaningful. The wide selec- 
tion of pictures, charts, and tables not only add interest but they also 
aid in teaching. 
The chief purpose of this book is to assist the student to do some 
straight thinking about our economic problems and to provide a basis 
for detecting fallacies in current economic speaking and writing. 
ECONOMICS: PRINCIPLES AND APPLICATIONS is ideal for 
a single course or for the basic course on which advanced courses may 
be built. 


ECONOMICS: PRINCIPLES AND APPLICATIONS is not just 
for the one bright boy or girl in your class but for all students. It will 
appeal to all your students because it is challenging, interesting, and 
comprehensive; but it can be understood by the average immature 
college undergraduate; it is written in a style that is simple, direct, 
informal, and dynamic. The principles and applications have been 
simplified without sacrificing any essential information. It is not 
exhaustive in nature, and it certainly is not purely theoretical; it 
presents the basic principles and applications but leaves to later 
courses the more advanced technical analysis of economic problems. 


Available with an optional workbook and free tests. 


SOUTH-WESTERN PUBLISHING CO. 


(Specialists in Business and Economic Education) 
CINCINNATI NEW YORK CHICAGC SAN FRANCISCO DALLAS 


When you write to our advertisers, please mention The Southern Economic Journal 
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THE REGULATION OF INDUSTRY 


BY DUDLEY F,. PEGRUM, UNIVERSITY OF CALIFORNIA AT LOS ANGELES 
Many of the problems bearing on the regulation of private enterprise in the United 
States are collected and discussed in this new text. The over-all framework of institu- 
tional arrangements, the organizational forms of business, the economic characteristics 
of modern industry, and the administrative experiences and problems of making enter- 
prise fulfill its function are the focal points of attention. Every effort has been made to 
integrate principles with institutional arrangements and to emphasize the relation of 
regulation to social and political objectives. Specific consideration has been given to 
costs and the pricing process, price policies, patents and cartels. 509 Pages. College 
Price $4.75. 
EDITION 


REVISED 
BASIC DATA OF THE AMERICAN ECONOMY 


BY W. NELSONJPEACH, UNIVERSITY OF OKLAHOMA 
WALTER KRAUSE, DARTMOUTH COLLEGE 

Designed primarily for courses in Principles of Economics, this new revised edition of 
BASIC DATA OF THE AMERICAN ECONOMY has already enjoyed wide adoption. 
It provides the student of economics with readily accessible and accurate statistics 
compiled from the latest official economic data available. Most of the material is pre- 
sented in both graphic and tabular form to enable the student to bring text material 
up to date and to aid him in visualizing more readily the trend, distribution or relation- 
ship represented by the data. Question and problem material and a reference table 
correlating this book with sixteen leading texts on economics are included as new features 
of this edition. 246 Pages. College Price $2.00. 


FOURTH EDITION 
MONEY AND BANKING 


BY CHARLES L. PRATHER, UNIVERSITY OF TEXAS 

This new fourth edition brings up to date the most widely adopted textbook in the field. 
Over 350 colleges and universities adopted the previous edition. Now thoroughly re- 
vised and reorganized, the book has been reduced in size to make it more readily adapt- 
able to a one-semester undergraduate course, and has been substantially improved from 
the standpoint of content and teachability. Additions to the text include new material 
on bank lending, control of bank credit, foreign relief and foreign exchange, Federal 
Reserve and Treasury policies, the increase in savings, and the growth in mortgage, 
consumer, and other debts. New questions and problems have been prepared for each 
chapter. A complete Manual of Solutions and Objective Tests is available to adopters. 
720 Pages. College Price $5.00. 


COLLECTIVE BARGAINING: PRINCIPLES AND CASES 


BY JOHN T. DUNLOP, HARVARD UNIVERSITY 

Designed for undergraduate courses in the field of management-union relations, this 
first book in THE IRWIN SERIES IN ECONOMICS places discussion in a realistic 
setting. It provides the student with ample opportunity to evaluate factors in decision- 
making, and to develop judgment in reaching decisions. The first part of the book con- 
sists of five capters devoted to a survey of the prominent aspects of collective bargain- 
ing. The second part contains seventy cases representing the major types of problems 
encountered by management and union representatives. Questions are included at the 
end of each case to facilitate understanding and present the student with an appreciation 
of the specific problems involved in the case. 449 Pages. College Price $4.00. 


Send for your examination copies. 


RICHARD D. IRWIN, INC___| 


3201 SOUTH MICHIGAN AVENUE * CHICAGO 16, ILLINOIS 
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ECONOMICS SHOREY PETERSON 


University of Michigan 


The primary aims of this important new text for the full-year course are to 
develop a realistic understanding of the processes, problems, and organization 
of our economic life and to provide the student with the tools of economic 
analysis. Distinguished by its clear style and objective, balanced treatment, the 
book gives a unified picture of the working of the economy as a whole. 


“‘We are adopting Economics by Shorey Peterson as the basic text in Economics 
because we believe the approach is one that will enable students to understand 
the organization and practice of modern economic society at a time when the 
currents are running strong in several directions. It seems to us the vast experi- 
ence of the author is well reflected in this text.” 


—G. E. Warren, Tulane University 


“This book is an unusually fine blend of institutional and theoretical economics 
at the elementary level. It should enjoy a wide use.” 


—Virgil Salera, Iowa State College 


“The features which strike me as being especially good are the use of a reason- 
able amount of statistical data, the lucid expository style, the careful demoli- 
tion of common fallacies, and the balanced treatment of the mass of topics 
that make up the first course in economics.” 


—Edward C. Simmons, Duke University 


1949 918 pages $4.60 


PRICING, DISTRIBUTION, joz s. BAIN 


Economics of an Enterprise System Berkeley 


A successful text in economic theory on the intermediate level. 


“T find it excellent for orienting students to a discussion of monopoly and competition and as 
a basis for discussing problems of public policy as regards the control of competition. The 
book is well adapted to this purpose inasmuch as it seems to be ‘pitched’ toward the analysis 
of institutions in our econom .I like the book particularly since it does not try to cover 
the entire field of economic Senn’ in detail, but rather attempts a thorough analysis of the 
market structure of our economy and its effects upon employment, income, distribution and 
allocation of resources.’ 


—William C. Bradford, Northwestern University 


1948 496 pages $3.75 


HENRY HOLT AND COMPANY 
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BUSINESS AND 
GOVERNMENT | 


MARSHALL%E. DIMOCK 


This new text by a well-known authority is a comprehensive treatment of 
government regulation of business and an objective analysis of the role of 
government in present-day American economy. After a thorough description 
of the institutions of business and of government, the author focuses attention 
on current major economic issues of national interest and public policy. Equal 
emphasis is given to formulation of policy and administration. 


“T am using Mr. Dimock’s text this summer and have just summarized the 
reaction of a class of more than forty graduate students. Without exception 
they regard this book as highly readable, singularly informative, objective but 
modern in analysis, critical yet fair and just, above all stimulating. The sum- 
maries at the end of each chapter are particularly helpful. The problems provide 
an excellent starting platform for class discussion. I unreservedly recommend 
it for use at college and graduate levels.” 


—Theodore J. Kreps, Stanford University 


“Professor Dimock brings more political sophistication to the treatment than 
most economists and more economic sophistication than most political 
scientists.” 


—V. 0. Key, The Johns Hopkins University 


“Tt is a scholarly work, and a major contribution to the literature in this field.” 
—Sheldon C. Tanner, The Pennsylvania State College 


1949 840 pages college edition $4.75 


HIRAM 1. JOME CORPORATION FINANCE } 


With concrete illustrations, unusually clear explanations, and a wealth of practical problems, 
this text presents the principles of corporate finance. 


“‘Jome has developed the subject matter in an interesting and different way than other writers 
in the field. It should be a first-rate text for a one-term course in Corporation Finance, 
cially for students who will go no further in the field, and will also serve as a firm foundation 
pe i specialized study. The book is interestingly written and explanations are clear 
and concise. 


—wW. E. Warrington, University of Pennsylvania 


1948 676 pages $4.00 


HENRY HOLT AND COMPANY 257 Fourth Avenue, New York 10 


When you write to our advertisers, please mention The Southern Economic Journal 


— 


RONALD PRESS COMPANY 


| A New Textbook | 
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